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Preface 

The calling of a clergyman, in the ordinary 
way, gives little opportunity of gaining experi- 
ence in Economics from the practical business 
side of the subject. In my youth, however, I 
served three years' articles in an estate agent's 
office^ which gave me an opportunity of 
learning the business of an estate agent. 
Later in life, in the capacity of a trustee, I 
spent fifteen years in the hazardous trade of a 
coal master. Practical experience as a colliery 
proprietor and coal master — ^for I had the 
sole management of two collieries — led me to 
question some of the dogmas of the professional 
Economists. To make myself acquainted 
with the theoretical side of the subject, I 
spent the greater part of a decade in study- 
ing the chief authors of Political Economy in 
the English language. I give a list in the 
Appendix for the use of students. 

Possibly the reader may have observed 
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that the man who talks of his experience is 
usually just the one who has made the least 
use of it. I have, however, wandered so far 
from the path of orthodoxy that some explana- 
tion seems necessary to account for my 
temerity in undertaking a task so complex. 
If poverty were easily curable, it would no 
doubt have been cured long ago. We must 
hopefully look to the future to unfold the 
methods of its cure. Meanwhile, one great 
obstacle in the way of solving the problem is 
removed by the explosion of the old supersti- 
tion, that God has ordained the poor man's 
lot. It is now the custom in epidemics to 
call for the sanitary inspector instead of the 
priest. It looks as if future investigation 
should be .directed to discover how, and where, 
man's ignorance and folly induce poverty by 
the disregard of moral law. 

COTTINGHAM RbCTORY, 

January, 1908. 
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INTRODUCTION 

A JUSTER distribution of property seems to 
be the crying need of the time. Nor is it likely 
much longer to be disregarded by the educated 
classes. The struggle to gain a footing in the 
professions is growing keener every year, and 
an opening for the energies of educated men 
and women is becoming as difficult to find 
as a market for unskilled labour. Events 
seem to foreshadow a time in the near future 
when the services of the educated will command 
no higher price in the market than the labour 
of the unskilled manual worker. This, in 
fact, is already nearly the case* in one most 
important profession. The County Councils 
are now offering educated assistant school- 
masters and schoolmistresses salaries of £60 
to £70 a year. 

Has not the time arrived for the educated 
to search for the cause of this state of things ? 
Modem inventions have enormously increased 
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ip'iii INTRODUCTION 

the productive power of mankind. It i. 
beyond dispute that production could be 
vastly increased, if there was a profitable sale 
for the produce. The home markets are 
glutted with goods and services, and the 
foreign markets are fast becoming gorged. 
Now, in the name of common sense, how can 
there be over-production ? We learn from 
Mr. Booth that 30 per cent, of the population 
of London, and from Mr. Rountree that 
nearly the same proportion in York, have 
only the bare necessities of existence ; and 
the state of things is probably little better 
throughout England generally. Moreover, the 
whole of the proletariat are very scantily 
supplied with the comforts of life. Statistics 
show that 38 millions, out of the population of 
the 43 millions in the United Kingdom, may be 
included in the poverty class, of whom perhaps 
a half is in abject poverty. It cannot be, then, 
that the goods glutting the markets are not 
wanted. If a theory so untenable should be 
held, a very simple experiment will explode 
the fallacy. Advertise that the goods glutting 
the market are to be given away, and there 
will soon be incontrovertible evidence that 
there are plenty of applicants. So great 
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would the demand become that the . utmost 
power of the existing means of production 
would be quite inadequate to supply the 
demand. It is not, then, that the goods are 
not wanted ; but the fact that they will not 
sell, that is the cause of the glut in the market. 
What is the remedy ? A " TariflF Reform " 
has been proposed, but the existing Parliament 
proves the great majority of the electors repudi- 
ate the suggestion of obstructing foreign trade. 
May it not be well for the educated classes to 
turn their attention nearer home, and inquire 
whether a reform in the laws of property may 
not afford the remedy. 

Of all our woes other people's sorrows 
affect us perhaps the least. It is not the 
affluent that we are to expect to bestir them- 
selves. It is the discontented educated, and 
the shrewd, practical, matter-of-fact working- 
man, that the author hopes to induce to ex- 
amine this complex subject. It cannot, how- 
ever, be solved with an expenditure of no 
greater effort than is required for reading one 
of the sixpenny magazines. The author has 
endeavoured to place the subject before the 
reader as simply as he is capable of doing ; but 
he h.. no hoL of makW it light rLing. 
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However tedious the pursuit, it is essential 
that the reader should grasp the theory of 
value ; the meaning of social wealth as dis- 
tinguished from the property of individuals ; 
and the various factors of production. To 
get a general outline of the subject, however, 
it is suggested that the Introduction and 
chapters vii., viii., ix. be first read ; and that 
the reader then turns his attention to the List 
of Definitions and first six chapters to obtain 
the data from which the deductions are 
drawn. 



LIST OF DEFINITIONS 

All value resolves itself into the estimated 
effort involved in obtaining possession 
of the means of gratification. 

Exchange value expresses the estimated 
reciprocal effort the two parties to an 
exchange are willing to make to secure 
an exchange of property. 

Wealth is any useful thing. 

Property is a right, residing in some person 
to some things, to use them as he pleases. 
Property may be material, immaterial, 
or incorporeal. 

A commodity is anything over which a pro- 
prietary right is exercised. Commodities 
comprise goods and services, and the 
mtruments of sale, i.e. coin money and 
credit. 

Effort is human exertion of any kind, whether 
physical or mental, expended for the 
gratification of a desire. 

Labour is effort of any kind, whether physical 
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or mental, put forth with the object of 
securing wages. Labour is any personal 
efiFort expended in acquiring capital. 

Productive effort embraces all exertion ex- 
pendedy directly or indirectly, in gratify- 
ing desires, except the one desire of 
acquiring a proprietary right for the 
purpose of exchange, which it is the 
province of labour to perform. 

Productive labour is effort expended for the 
sole purpose of acquiring a proprietary 
right for the purpose of exchange. All 
labour expended in the production of 
capital is productive labour. 

Production is the result of effort in bringing 
into relation any factor or factors of 
wealth. The factors of wealth are (1) 
natural things ; (2) human desires ; (3) 
human efforts. 

There are three classes of producers and 
production, viz. creative, manufacturing 
and commercial. 

Capital is property in use for trade purposes. 

Interest and rent are payments for the transfer 
of certain capital for a term. 

Wages are capital exchanged directly with 
the labourers for their labour. 



LIST OF DEFINITIONS xiii 

A natural thing is anything over which no one 
exercises a proprietary right. 

Raw materials are compounded of natural 
things, and at least the labour, personal 
and juridical, involved in establishing and 
maintaining the proprietary right to 
enjoy and transfer ; but raw materials 
may be the result of any degree of labour. 

Barter. When commodities are exchanged 
directly Avith one another, without the 
intervention of the instruments of sale, 
i.e. coin money and credit, the transaction 
is termed barter. 

A sale denotes a transaction in which one or 
both of the commodities exchanged is 
money or credit. 

Distributions are property accruing in some 
one, any, or all the forms of purchase 
money, rent, interest, profits, or wages. 
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CHAPTER I 

VALUE 

Section i. 

There is no royal road to learning." If 
the reader finds his patience taxed in trying 
to master the theory of value, he may console 
himself with the reflection that he is probably 
suffering no more than any of his predecessors 
who have undertaken the task. The subject 
is very complex, and endless confusion attaches 
to it from the tendency to mix up the various 
aspects from which the value may be estimated 
— whether from the point of view of the human 
race in its entirety, from a national stand- 
point, or from an individual's estimate. Then, 
again, almost everything can be used in 
different ways, varying in importance. Thus 
water can be used for drinking, for washing, 
for swilling the pavement, or for playing a 
fountain ; and the greatest caution will be 

I B 
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necessary to avoid confusion in mixing up the 
varying value in diflFerent circumstances. 

It is convenient to say that water has 
" value in use," and that com has " value in 
exchange/' speaking of either as if value was 
the quality of the thing, just as we speak of 
the green grass, as if the colour was inherent 
in the grass. Value, however, is not a quality 
of an external object, but simply the importance 
attached by any given person to any object 
of desire. The idea of value is based upon 
the estimated effort the gratification of a 
given desire will involve. All value resolves 
itself into the estimated effort involved in 
obtaining possession of the means of gratifica- 
tion. If desire be absent, there will be no 
conception of value ; but in proportion to 
the strength of the desire, and the effort put 
forth to gratify it, will the estimation of value 
grow for the means of satisfaction. 

As water has many uses, for the clearness 
of the following illustration it will be necessary 
to confine ourselves to its one use of quenching 
thirst. A man requires a certain quantity 
of water for drinking. The desire for 
water will grow in intensity in proportion 
to the insufficiency of the supply. This 
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deaire, while it remains unsatisfied, will in 
ordinary circumstances stimulate eflFort until 
it is satisfied. The greater the desire, and the 
greater the eflfort caUed forth to gratify it, 
the greater will be the estimated value of the 
means of satisfaction. This estimation of 
value, then, resolves itself into a question of 
the urgency of the desire, and of facility 
of obtaining possession of a particular, or 
equivalent^ supply. It is only an infinitesimal 
quantity of the world's supply of water that is 
an object of desire to an individual. Only 
so much as is desired will be of use and esti- 
mated of value, because the desire for water 
will diminish with plenty and not exist with 
satiety. But however urgent the desire, no 
particular quantity will be estimated of very 
high value m use, if possession of an equivalent 
quantity is easily obtainable. With an 
abundant stream running within easy reach, 
the estimated value of a particular cupful will 
not be very great, even to a man dying of 
thirst, if by the simple effort of stooping and 
dipping the cup into the stream an equivalent 
supply can be obtained. Facility, then, of 
obtaining possession of the means of satis- 
faction will lower the value in use of any par- 
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ticular thing, and may reduce the conception 
of value to zero by rendering a superabundant 
supply available. 

This will not only be the case with a primary 
desire such as that of water, but with all our 
desires. Leaving the idea of selling them 
out of the question, why do we value any of 
our possessions, whether acquired by our own 
personal effort, or by free gift, or by pm-chase ? 
Because we desire them for use, and if we 
parted with them it would cost us effort to 
replace them. According to the strength of 
the desire, and the estimated expenditure of 
effort (money or otherwise) to replace them, 
will be the conception of value. We set no 
value upon a particular quantity of air, because, 
without any appreciable effort, we can obtain 
an equivalent quantity for our need from 
the supply everywhere surrounding us. If 
only just sufficient air were available to sustain 
life, and no effort could increase the supply, 
the available air would be of supreme value. 

Jevons maintained "that value depends 
entirely upon utility." ^ I go further, and 
submit that the conception of the valuable 

^ Theory of Political Economy^ p. 48. 
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and the useful is arrived at by a precisely 
similar process. In fact the valuable and the 
useful may be regarded as synonymous terms* 
Utility or usefulness is not an intrinsic quality 
of an object, any more than is value. The 
usefulness of an object depends upon the 
strength of the desire and the eflFort called 
forth to gratify it. Not all water is useful or 
valuable to quench a man's thirst, and the 
desire for water and the usefulness of water 
will increase in proportion to the insufficiency 
of the supply to satisfy the desire. Jevons ^ says 
" utility is not proportional to commodity," 
but it will be proportional to the strength 
of the desire and the effort called forth to 

^ Jevons argued as follows : " Let us imagine the 
whole quantity of food which a person consumes on 
an average during twentyfour hours to be divided into 
ten equal parts. If his food is reduced by the last part, 
he will suffer but little ; if a second part be deficient* 
he will feel the want distinctly ; and the subtraction of 
the third tenth part will be decidedly injurious ; with 
every subsequent subtraction of a tenth part his suffer- 
ings will be more and more serious, until at length he 
will be upon the verge of starvation. Now, if we call 
each of the tenth parts an increment, the meaning of 
these facts is, that each increment of food is less neces- 
sary, or possesses less utility, than the previous one." 
— Theory of Political Economy, p. 49. For this to be 
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satisfy it. And this law will govern the partial 
satisfaction, as it does the entire satisfaction 
of the desire. 

The so-called " Margin of Utility " of the 
Austrian School seems to me entirely to 
depend upon the strength of the desire, and the 
effort involved to satisfy it.* 

so we must assiune that no more food can be obtained. 
The varying usefulness of the vaiying increments will 
be governed by the desire, the less necessary will 
be less desired and the more necessary more desired. 
But if we unloose, effort, which for the sake of argu- 
ment we have held in leash, and assume that with in- 
appreciable effort an equivalent twenty-four hours' 
food can be obtained, the usefulness of the whole ten 
increments referred to sinks to nearly zero. 

* Bohm Bawerk makes the amount of marginal 
utility depend " on the relation between Wants and 
their Provision " (PoaUive Theory of Capital^ p. 15^). 
In a long note he objects to Scbarling making a factor 
of value " the amount of effort that every one must take 
on himself to obtain a good." The author sides with 
Scharling. Surely the provision of a want is entirely a 
question of effort ? If the reader wishes to follow the 
complexities of the subject, he is recommended to read 
Capital and Interest and The Positive Theory of Capital^ 
by Bohm Bawerk, translated by William Smart (Mac- 
millan & Co.). 
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Section 2. 

Precisely the same laws govern exchange 
value ; but the phenomena will be more com- 
plex, as there will be a desire and eflFort in two 
individuals to be considered. It is the desire 
of possession that is gratified in an exchange, 
and the effort exchanged consists in the mutual 
transfer of the proprietary right to the com- 
modities. As. in the case of " value in use," 
so with " exchange value," the estimation 
of value will be higher or lower according 
to the strength of the desire, and the esti- 
mated difl&culty, or otherwise, of securing 
the means of gratification by the effort 
required. 

A man by accident finds a superb diamond 
and acquires possession of it by nogreater effort 
than that involved in picking it up. Why 
does he value it, and why does he demand 
a high price for it, although it cost him little 
effort to secure ? Because for various reasons 
he desires the possession of the diamond, and 
if he parts with it, he knows that it is a million 
to one that he will not have the luck to find 
another without the expenditure of immense 
effort. A purchaser is willing to pay a high 
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price for it, because he desires possession of it ; 
and he estimates that it will be easier for him 
to pay the price demanded for it than to. go 
and find a similar diamond for himself, either 
by another purchase, or by his own individual 
seeking* It is to save himself the effort of 
seeking one for himself in any other way 
that he buys it ; and it is no matter to him 
what effort the vendor expended in acquiring 
possession of the diamond, so long a« he hand 
over to him the proprietary right to the gem. 
The purchaser estimates the value from the 
point of view of the effort it will cost him to 
acquire the gratification of his desire for 
possession. If, however, diamonds became 
as plentiful as ordinary stones, their value 
would sink to nearly zero, because little effort 
would be necessary to obtain them. The 
finder of a diamond would set no great value 
upon it in such a case, because he could very 
easily find another ; and a purchaser would 
give but the merest trifle for its possession, 
because he could very easily find one for him- 
self, and the purchase would, therefore, save 
him very little effort. 

It appears clear that the process of valuing 
by which " value in use " and " value in 
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^change" is arrived at is identical, from the 
fact that the distinction varies^ or altogether 
disappears, in either case, according to the 
desire and abundance, or otherwise, of the 
means of gratification. Nor is a hard and 
fast line of division possible between " value 
in use" and " value in exchange," as the one 
runs into the other in different circumstances, 
and superabundance may have the effect of 
obliterating aU conception of value what- 
ever, 

({a) Of no value in the absence 
of desire for it. 

(6) Of value in use, but not of 
exchange value, when de- 
sired and possession of it, 
or an equivalent quantity, 
only requiring inappreci- 
able effort to obtain. 

(c) Of exchange value, and 
value in use, when de- 
sired and possession of 
it, or an equivalent quan- 
tity, requiring appreciable 
effort to obtain. 



Thus the 
same water 
is esti- 
mated: 






Exchange value expresses the estimated 
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reciprocal effort the two parties to an exchange 
are willing to make to secure an exchange of 
property. 

By the foregoing definition we get the 
advantage of understanding the process by 
which exchange value is determined. The 
value of the property exchanged is determined 
by each of the two parties, at the estimated 
effort involved in acquiring the property he 
is about to transfer, or at the estimated effort 
in acquiring an equivalent property. Each 
one determmes the strength of his own desh-e 
for the property held by the other at the effort 
he is prepared to make to secure it, which is 
represented by the property he transfers. 

Exchange value, then, wiU be a relation 
between desires and efforts in one person, 
and desires and efforts in another. Take an 
example of exchange of gold and oak between 
A and B. 

A receives from B the material oak, in- 
volving the personal effort which enables B 
to appropriate it, and the social effort which 
maintains B^s proprietary right to enjoy and 
transfer it. By this means A gains the grati- 
fication of his desire for oak by acquiring the 
proprietary right to it. 
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B receives from A the material gold, in- 
volving the personal eflFort enabling A to 
appropriate it, and the social effort which 
maintains A^s proprietary right to enjoy and 
transfer it. By this means B gains the gratifi- 
cation of his desire for gold by acquiring the 
proprietary right to it. 

The value of the property exchanged in the 
two cases is a relation, depending entirely upon 
A^s estimation of the gratification derivable 
from J5'5 surrender of his proprietary right to Ay 
and B^s estimate of the gratification derivable 
from A^s surrender of his proprietary right to 
By and the effort sacrificed by each, repre- 
sented by the oak and the gold, shows the 
value of their respective estimates. 

It must not, however, be overlooked that in 
estimating the effort involved in acquiring 
the oak and the gold, the estimated effort will 
not necessarily be determined by the effort in- 
volved in acquiring the particular oak and gold 
in question, but also by what an equivalent 
quantity of oak and gold may be obtained. 
Exchange value is not necessarily determined 
by cost of production. 
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Section 3. 

Bicardo ^ only saw half the truth when 
he attributed ^' labour as being the foundation 
of all value ; and the relative quantity of 
labour as determining the relative value of 
commodities." Karl Marx has vitiated the 
whole argument of his elaborate work Capital 
by following this theory of value. Exchange 
value is not only dependent upon effort ex- 
changed ; it must be reciprocally appreciated 
effort. The value of an effort for another's 
benefit does not always depend upon what it 
costs to perform, it depends also upon the 
estimate of the party receivmg the service ; 
and this estimate may be influenced by a 
variety "of circumstances. 

A ton of rock raised from a coal mine 
may cost ten times as much labour to bring 
to the surface as a ton of coal, and yet, 
possibly, may have no value, while the coal 
sells at ten shillings a ton. It is evident the 
value of the rock will not necessarily be in 
proportion to the labour expended in raising 
it, and putting it on the market : the value 
will depend upon the particular wants and 

^ PolUical Economy y p. 12. 
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circumstances of the particular locality for 
the time being. If stone quarries are abundant 
in the neighbourhood, and a small quantity of 
labour will produce as much stone as is required 
— say at four shillings a ton — the additional 
labour expended in raising the rock from the 
mine will be of no service to the buyer to 
induce him to pay a higher price for it. As- 
suming the stone from the quarry and the mine 
to be of equal quality, the stone from the 
quarry will answer his purpose as well as the 
more costly stone from the mine. So long as 
the stone from the quarry can be procured at 
four shillings a ton, the stone from the mine 
will not sell for more, notwithstanding the extra 
cost of production. Nor does it follow that 
the rock would not, under the circumstances, 
be continued to be produced from the mine, for 
in many cases it is not possible to get the coal 
without removing the rock. 

It has been objected that if the foundation of 
exchange value lies entirely in the estimation 
of reciprocal efforts, where is there any recip- 
rocal effort involved in the value of a vacant 
building site, or an area of virgin coal, for both 
axe the production of nature. In such a case 
the value lies in the service the vendor renders 
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to the purchaser in transferring to him the 
exclusive right of proprietorship, and the 
maintenance of such rights requires both social 
and individual effort. Multitudes desire a 
vacant building site in " the City/' and if 
an occupant had to maintain possession against 
the aggression of all desiring the building site, 
he would realize the magnitude of the effort 
saved him in the exclusive right transferred by a 
vendor. No one would go to the heavy outlay 
of erecting machinery to get coal, if every one 
had the right to work the coal. Besides what 
right has any one to erect machinery on 
common ground, giving him an advantage in 
getting the coal. 

Section 4* 

The tendency of social progress is to lower 
value on the one hand by increasing the power 
of man to overcome obstacles ; and on the 
other hand to raise up value by enlarging men's 
capacities and desires, so that fresh obstacles 
beset the gratification of his new desires. 

Of course, a general rise or a general faU in 
values is an impossibility, or rather, a contra- 
diction of terms. There is no impossibility, 
however, in the essentials of existence and the 
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ordinary comforts of life being low in value, 
while the luxuries of life are high. If we refer 
back to the example of exchange of gold and 
oak between A and 5, we shall see that the ex- 
change value of the two commodities depended 
upon A'* 8 estimate of the gratification derivable 
from B's service to him ; and B^s estimate of 
the gratification of A^s service. If B saved A 
great effort, and A'^s desire for oak was very 
strong, A estimated B^s service at a high 
value, and gave B a large quantity of gold 
accordingly, and vice versa in the case of B. 
The fact of high value indicates an obstacle in 
the way of a desire being satisfied, and this 
obstacle is what Prof. Cannes and several 
other economists term " difficulty of attain- 
ment." ^ 

The social welfare, therefore, is not enhanced 
by increasing values, and we must have some 
other definition of wealth than J. S, Mill's, 
" AH useful and agreeable things which possess 
exchangeable value," ^ if social as well as 
individual interests are to be considered. 
The next chapter will be devoted to the 
further consideration of this subject. 

^ Some Leading Principles, of Political Economy, p. 15. 
^Principles of Political Economy, vol, i. p. 11. 



CHAPTER II 

WEALTH 

Section 5. 

A THING may be material or immaterial. 
1. Material. A material substance. 

9 Trvirviof^^oi (^* ^ actlon. 
15. Immatenai. ^ __ . 

(Zf An event. 
Wealth is any useful thing — anything, in 
fact, capable of gratifying human desire ^ — 
and, as we have seen, a useful (or valuable) 
thing may, or may not, have exchange value. 
Wealth will vary at different periods, and in 
different standards of civilization. 

^ It is impossible to give a satisfactory definition of 
wealth. It may be asked, if wealth is to be regarded 
as anything which gratifies desire, is anything which en- 
ables a man to commit murder to be regarded as wealth 1 
The reply will depend upon the estimation of the indi- 
vidual. A civilized man would indignantly reply in the 
negative ; a cannibal would reply in the affirmative, 
and so might even a Bed Indian if it afforded him the 
meana of securing a scalp. 

19 
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A thing is merely an instrument, necessita- 
ting the application of effort for the purpose of 
* gratifying the desire which renders it useful. 
But the desires of mankind are ever variable, 
whether we regard them from the social or the 
individual point of view. The things necessary 
to gratify the desires of the savage and the 
civilized, the peasant and the nobleman, the 
artisan and the merchant, the commercial 
man and the philosopher, the child and the 
adult, will vary widely according to the desires 
in each case. These variations have to be kept 
in view as essential in the consideration of 
wealth. The gratification of the particular 
desire of the person or persons concerned must 
be taken as the sole criterion of what is or is 
not wealth in the particular case. 

Section 6. 

Now, we have seen that all value resolves 
itself into the estimated effort of obtaining 
possession of the thing desired. If there is no 
desire there is no conception of value ; but the 
conception of value grows in proportion to the 
strength of the desire and the difficulty of 
obtaining possession of the thing desired. 

The fallacy, therefore, of defining wealth as 
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" All useful and agreeable things which possess 
exchangeable value," ^ and then confounding 
the increase of wealth with the increase of value, 
will be perceived, if social prosperity is de- 
pendent upon wealth. The requisite of social 
prosperity is a plentiful supply of things to 
gratify the desires of every one. Plenty, not 
scarcity, is the aim to be sought. Socially it 
is a boon when water has no exchange value, 
and a calamity when it fetches a price. With 
the increase of plenty the exchange value of 
any commodity continues to fall. Econo- 
mists have not altogether lost sight of this faet,^ 
but none, as far as I know, have continually 
kept it in view. A word is wanted to distin- 
guish the wealth appropriated by individuals 
and sections of the community. The term, 
property appears exactly to meet this require- 
ment. Property is measured by its exchange 
value. The increase of the value of property 
is of vast importance to individuals and sections 
of the community ; but from a social point of 
view prosperity is promoted by decreasing 
the value of any particular property, so 

^ Principles of Political Economy , J. S. Mill, vol. i. p. 11 . 
* Laveleye.and Carey have noted this. See Capital 
and Wages, Minton, p» 103. 
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increasing the facility of enjoyment for all by 
rendering possession of the means of enjoyment 
less onerous. 



Section 7. Meaning of the word Property and 
the Classification of Property. ^ 

Property in its real and original sense means 
ownership, or the right residing in some person 
to some things, to use them as he pleases ; 
and when we speak of an exchange, it always 
means that the ownership, or property, in 
certain things is ceded or given in exchange for 
the ownership, or property, in certain other 
things. 

Property, then, being clearly understood 
to be a right residing in some person, there are 
three distinct species of property which may be 
sold or exchanged. 

1. Material property, or goods, ie. pro- 
perty in specified material substances which 
are already in existence and in possession of 
the proprietor, as land, houses, tools, etc. 

2. Immaterial property, or services, i.e. 

^ The Ekmenta of EconomicSy vol. i. pp. 137-192. 
Macleod. 
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property which a man has in his own efforts 
whether manual or intelleotuaL ^ 

3. Incorporeal property, i.e. property wholly 
severed from any specific corpus, or matter 
in possession. There are several species of 
incorporeal property, such as the goodwill of 
a busmesB or profession, copyright, shares 
in commercial companies, patents, tithes, 
groimd rents, tolls, ferries, etc. These are 
all rights to futinre products. Credit is a 
species of incorporeal property of the greatest 
importance. There are two ways in which a 
man may trade. "He may buy goods by 
exchanging some of his property in money, or 
the fruits of his past industry, or he may pur- 
chase goods by giving the right or property 
to demand money at a future time to be made 
by his future industry. This property or 
right to demand money at a future time is a 



^A person may sell his labour or services in 
many capacities for money, such as a ploughman, an 
artisan, a carpenter, or as a physician, an advocate, an 
engineer, an actor, or a soldier ; and when he receives 
a definite sum of money for such labour or service its 
value is measured in money, as precisely as if it were a 
material chattel. Element of Economics, vol. i. p. 138, 
Macleod. 
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species of incorporeal property called credit 
or debt." So, " the nation itself in its cor- 
porate capacity may buy money by giving in 
exchange for it a right to demand future pay- 
ment. These rights are called the funds, 
stocks, or public debts, or public credit." 

Section 8. 

Here it may be convenient to point out the 
distinction between property and a com- 
modity. Property is a right residing in some 
person to some things, to use them as he pleases, 
and includes aU kinds of rights which are 
exercised over anything — material, immaterial, 
or incorporeal. A commodity is anything — 
material, immaterial, or incorporeal — over 
which a proprietary right is exercised. 

Section 9* 

Social wealth is dependent upon the exist- 
ence, preservation, and distribution at fittest 
times and places of things capable of gratifying 
the desires of the particular community. It 
is not by enhancing the value of property 
that the general comfort can be promoted. 
High value involves urgency of desire and 
difficulty of attainment. It is the existence 
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of abundant commodities that is of primary 
importance : the right or property attached to 
commodities simply determines who is to enjoy 
what exists. Fifty years ago the property of 
a watch was of such high value that few could 
afford to possess it. Facility of production 
has so increased the supply in modem days 
that the value of watches has fallen. An ex- 
cellent watch can now be secured for a few 
shillings, and millions can now possess what 
was formerly confined to thousands. 

If social welfare is to be considered, one 
of the important factors is to bring useful 
thingei into existence whereby the gratification 
of mankind may be increased. This subject 
must not be confused with the exchange value 
of property. Property is simply the right of 
possession, determining what individuals and 
sections of the community are to enjoy the 
wealth produced. 



CHAPTER ni 

PRODUCTION 

Section lo. 

Before proceeding to discuss production, 
it will be necessary to point out the distinction 
between the term effort and labour, as used 
in this volume. 

Effort is human exertion of any kind, 
whether physical or mental, expended for the 
gratification of a desire. 

Labour is effort of any kind, whether 
physical or mental, put forth with the object 
of securing wages. We shall see further 
on that labour is personal effort expended in 
acquiring capital. 

Things are merely instruments : they must 
be appropriated and used before the capacity 
in them for gratifying desire can be utilized. 
The function of effort consists in something 
beyond the personal exertion involved in 
the production and appropriation of useful 
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things (wealth) ; it comprises also the exertion 
involved in the use and enjoyment of them. 
Productive labour has a less extensive 
sphere. Productive labour is eflfort expended 
for the sole purpose of acquiring a proprietary 
right for the purpose of exchange. The 
desire gratified by labour is confined to that 
of securing the possession of the means of 
gratification. The labourer works for the 
sake of securing possession of his wages. The 
labour is expended for the sole purpose of 
exchanging the proprietary right to the result 
of that labour, for the result of the labour 
performed by some one else ; the personal 
use of wealth, except as a means of exchange 
of property, is beyond the sphere of productive 
labour. We shall see further on that all 
labour expended in producing capital is 
productive labour. 



Section ii. Production. 

What is production in economics ? Plro- 
duction is the result of effort in bringing into 
relation any factor, or factors, of useful things. 
Now the factors of useful things (wealth) 
are — 
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1. Natural things (materials and forces). 

2. Human desires. 

3. Human efforts. 

Production may display itself on either 
of these factors separately, or upon all taken 
together. Production cannot be confined 
" to those kinds of exertion which pro- 
duce utilities embodied in material objects." 
Whether a thing is useful depends upon the 
gratification of a desire. Air is of use to a 
Uving man whose vitality can use it ; but it is 
not useful to a corpse, which has no desires 
and is incapable of effort. 

So with food or anything else. In the 
cold regions inhabited by the Esquimaux, 
the effort involved in procuring blubber 
produces utility embodied in a material 
object, because it is eagerly desired for food ; 
but in the tropics the blubber will be regarded 
with disgust as food. The production of a 
book will be useless without the education to 
appreciate and use the knowledge stored 
therein. What is the use of a microscope 
without a corresponding desire and capacity 
to use it. The effort expended in making 
a musical instrument can only be useful. 



\ 
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provided effort is expended thereon in pro- 
' ducing agreeable sounds, which is an imma- 
terial p^duct ; and this again entoils a 
cultivated desire to appreciate the music. 

Production, then, may display itself on 
any of the foregoing factors separately or 
upon all taken together : upon material things, 
in the effort adapting them for use, either 
by modification, transport, etc. ; upon human 
desire, in effort accomplishing their regulation 
or modification by education ; upon effort, in 
additional effort rendering it in any way more 
efficient, as in the case of increasing physical 
energy by invention, direction, etc. 

Thus the production of useful things 
(wealth) is absolutely dependent upon effort. 
For consciousness which exists only with the 
individual's vitality is essential to the existence 
of desire ; and natural things are useless 
without the effort which utilizes them. 

As, then, desire is necessarily the product 
of effort, we may say the production of use- 
ful things is dependent upon effort and 
natural things. Analysis shows that effort 
and natural things are the elements of which 
useful things are composed. 
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Section I2, 

Now, how may human eflFort be applied 
to production ? In two ways. (1) An indi- 
vidual may produce useful things by his own 
effort alone, for the purpose of his own 
personal gratification, as in the case of breath- 
ing ; or as a man would have to do, if cast 
naked upon a desolate island, supposing 
circumstances were so favourable as to enable 
him to continue to live. (2) Men may labour 
for one another, and exchange the product of 
their labour with one another, so enabling 
every individual to gratify his particular 
desires by mterchange of services. 

Thus useful things may be used in two 
ways: (1) The effort of the individual pos- 
sessing them may use them directly for the 
gratification of his personal desires; (2) the 
useful things may be used as a means of 
exchange, so gratifying the owner's desire for 
the possession of something he wishes for 
more than what he parts with. I maintain 
that possessions used for exchange are pro- 
perty, and that all property used for trade 
purposes (i.e. exchange) is capital. 



ij» 



28 THE EVIL OF THE MILLIONAIRE 

Section 13. 

There are three diflferent classes of producers 
and production : (1) Producers of raw mate- 
ris^l from natural things ; (2) manufacturing 
producers ; (3) commercial producers. 

The existence of a commodity will generally 
necessitate all three kinds of production, as 
involving at least some manufactiu'e and 
transport. It will, however, be desirable for 
the sake of distinction to term the production 
of the first class — i.e. conversion of natural 
things into raw material — creative production ; 
that of the second, manufacturing production ; 
that of the third, commercial production. 



CHAPTER IV 

CAPITAL 

Section 14. 

What is capital, and what are its functions 
in production ? So far from this question 
having been answered in a way to receive 
general acceptance, it would be no easy task 
to find two authorities who entirely agree. 
There is just one point, however, upon which 
there is tolerable unanimity. Almost all are 
agreed that capital consists of natural things 
(materials and forces) and human exertion. 
The confusion commences, and soon becomes 
hopeless, when search is made among author- 
ities to find what particular commodities are 
capital, and what the function of capital is 
in production. 

The social welfare greatly depends upon 
finding the correct answer to this question. 
There appears nothing for it but to search 
once again for the answer, proceeding with 

89 
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the extreme caution which such an intricate 
subject demands. 

What is capital ? I submit capital is 
property in use for trade purposes. Capital, 
then, is the proprietary right to the product 
of past or to the anticipated result of future 
labour, intended to be used, or in the course 
of use, as a means of exchange of property. 
As property is measured by its exchange 
value, capital is measured by the value of 
the property comprising it. 

Section 15. 

All capital must be property, but all 
property is not capital. The distinction does 
not lie in the property, but in the manner of 
its use. It has been pointed out that pro- 
perty is a right in some person to enjoy as 
he pleases some particular thing. The enjoy- 
ment may be accomplished, as we have seen, 
in two ways. 

1. The owner may use his property directly 
for the gratification of his desires. In this 
case it is not capital. 

2. The owner may use his property as a 
means of exchange, so gratifying his desire for 
possession of something he wishes for more 
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than what he parts from. When the property 
is used for such an exchange it is capital. 
In discussing the subject of capital, it will be 
necessary to guard against confusing these two 
methods of using property. 

Section i6. Divisions of Capital. 

All property is not capital, but all capital 
must be property, for it must necessarily 
be capable of being transferred. As there 
are three distinct species of property, or pro- 
prietary rights, so there are three distinct 
species of capital, which may be sold or let on 
hire for a specified term. 

1. Material property or goods, i.e. pro- 
perty in material things, already in existence 
and in possession of the proprietor, such as 
houses, land, etc. 

2. Immaterial property or services, i.e. 
property which » maThJ in his own labour, 
physical and mental. 

3. Incorporeal property, i.e. property in 
things only to be acquired at some future time, 
as credit of aU sorts. 

Capital is divided into circulating and fixed. 
Circulating capital may be divided into (1) 
the instruments of sale — money and credit of 
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all kinds ; (2) all other capital other than the 
instruments of sale, not being fixed capital 
for the time being. Fixed capital is capital 
from which rent or interest is derived. 

Section 17. The Function of Capital. 

The function of capital is to render the 
product of labour transferable, so saving the 
time of performing again what is already 
accomplished. 

I submit that capital does not belong to the 
sustaining, but to the distributing system of 
society. Instead of capital being essential 
to productive functions by maintaining 
labourers during the progress of their work, 
as hM been the doctrine hitherto— if indeed any 
specific doctrine can be discovered in the con- 
fusion which prevails — capital carries on pro- 
ductive functions only as distributing medium. 
Labour is the producer ; capital is the dis- 
tributing medium. All property will involve 
eflfort to appropriate the thing over which the 
proprietary right is exercised. Where property 
has exchange value, social effort will be in- 
volved, in promulgating and enforcing laws to 
maintain the owner's proprietary right to enjoy 
and transfer it. The very power of transfer. 
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which is essential to exchange value, involves 
labour, if it is only that expended in ac- 
quiring and maintainmg the proprietary right. 
Property used as capital must be the result of 
labour so far ; but it may be the result of any 
amount of labour in addition. Thus, at one 
time, the transfer of a piece of land may take 
place, where no labour beyond that involved 
in obtaining and transferring the property 
has ever been expended. Later on the 
transfer may involve, not only the labour 
expended in acquiring and transferring 
the property in the land, but that also of all 
improvements — ^roads, buildings, etc. Labour 
not saving is the source from whence capital 
is derived. Abstinence does not produce, 
although it may conserve capital. Capital 
is called into being as a medium of transfer 
for the various divisions of labour, as rail- 
ways, etc., are, and as the commercial classes 
arise and increase according to the demand 
for distributing the products of laboiu*. 

We proceed to show that the function of 
ail capital — wages, raw material and finished 
products as circulating capital, and fixed 
capital — is to render the product of labour 
transferable. 
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Section i8. The Function of Wages. 

The function of wages is the exchange of 
capital. It is by no means necessary, as was 
assumed in the now exploded " wages-fund " 
theory of the past, that labour is sustained 
and paid out of capital existing previous to 
the labour. In a profitable enterprise, the 
labourers produce the value they receive as 
wages, and they will be very fortunate if 
they receive the whole value of the property 
their labour produces. The inconvenience, 
and often the absolute impractibility, of the 
labourer being paid by the actual produce of 
his labour is plain. He, therefore, accepts 
money in exchange for the value his labour 
had added to the capital of his employer. By 
means of this money (wages) he obtains from 
the general stock of capital in the market a 
return, in the particular form he desires it, 
for the value his labour had added to the 
value of the general stock, which probably 
remains vested in his employer. How then 
are wages advanced by capital? Are they 
not a mere exchange of one form of capital for 
another form of capital : a right to the result of 
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labour which has produced value being ex- 
changed for a right to the money. 

We have been told by political economists 
that labourers must eat, and that it is impos- 
sible for them to produce food by their labour 
until some months have elapsed. It has 
been the teaching of the past, therefore, that 
the labourer is dependent upon the advance 
of the capitalist's stock to enable him to set 
about his work. And this, no doubt, is true 
as far as it goes. Ploughing, for instance, 
will not satisfy the ploughman's desire for food. 
But, after all, this is no more than an illustra- 
tion that speciality of function necessitates 
interdependence of parts. As soon as the 
interdependence of parts is interrupted, the 
speciality of function abruptly ceases. Stop 
the function of the brain by a pistol shot, and 
you equally stop the function of the heart and 
stomach. It is so in social affairs. Why does 
the capitalist undertake the labour of accumula- 
tion ? As the most ready means of transferring 
to himself the product of other labour. Why 
does the labourer undertake the special task as- 
signed to him by the capitalist ? As the most 
ready means of transferring to himself what 
he requires from the store of the capitalist. 
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Sever the dependence, and the speciality of 
function ceases on both sides. The capitalist 
abandons accumulation, for the labour of 
accumulating more than he could use would 
be objectless ; and the labourer abandons 
his special work, which would afford him no 
gratification. Each party would endeavour 
to be self-supporting ; the social organism 
would die, and the few individuals that sur- 
vived the rupture would quickly retrograde 
into barbarism. 

The existing food supply is not the result of 
years of saving. The truth is the supply of 
one harvest is necessarily almost all consumed 
before the arrival of the sucoeediBg harvest. 
In civilized races probably not one-fifth of the 
energy, even of the industrial population, 
is engaged in raising food, so easily is the mere 
food of a community supplied. If food cannot 
be obtained, it is not that food does not exist, 
but that proprietary rights hinder it being 
obtained. That there is sufficient food in 
existence to supply all present needs is cer- 
tain, for otherwise how do populations subsist, 
famines in civilized races being almost un- 
known ? It is a very one-sided view, there- 
fore, to conclude that labourers cannot obtain 
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food by their labour until some months have 
elapsed, unless by the so-called " advance 
of the capitalist " in wages. This might 
be the ca^e so long a^ a few proprietors 

able food, and could secure the assistance of 
society to protect their claims. The remedy, 
however, would lie in curtailing these pro- 
prietary rights. A small ring of capitalists 
would never be permitted " to comer " the 
food supply. A remedy would very soon be 
found, and put into force, if the intelligent 
classes suffered from scarcity. 

But in reality no Western civilization has 
now to wait after a harvest for the next one 
before obtaining a fresh supply of food. Har- 
vests in various parts of the world are con- 
tinually coming in succession, so that it is 
ja mere matter of transport to gain a supply 
at any time. And the various needs called 
for in one branch of the division of labour 
are supplied by exchange from the other 
branches, through the instrumentality of 
capital. 

We have now to show that labourers are 
not maintained by the advances of capital. 
They are maintained by the value of the 
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property produced by their labour, which to 
all intents and purposes is capital produced 
by them, and exchanged for capital in the 
form of wages. The exchange is as much an 
exchange of capital as any other sale.^ 

A farmer buys a farm. This means he 
performs a service in exchange for a service. 
The farmer transfers his right to enjoy and 
transfer a certain amount of capital in the 
form of coin ; and, in exchange, the vendor 
transfers his proprietary rights atta<;hed to the 
land. 

The farmer employs labourers and pays 
them wages. There is, in such a case, just 
as much a sale as in a sale of land or a sale 
of goods, and capital changes hands precisely 
in the case of the farmer and his labourers 
as it does in the latter cases. 

Labour is devoted, say, to ploughing a 
field. This is productive labour. It is labour 
expended in producing a factor of wheat- 
growing and value is created. Wages are 
not paid until the labour has been performed, 
and the result of labour is therefore existent. 
In paying the wages the farmer estimates the 

^ See Sidgwick, Principles of Political Economy^ 
p, 318. 
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value of the labourers' service in ploughing 
the field — thus producing a factor of wheat- 
growing — ^at so much coin ; the labourers 
estimate the value of the farmer's service 
in transferring to them the coin at the labour 
expended in ploughing the field. Does the 
farmer decrease his capital by this exchange 
of services, a«d«e the Ubo Jr,p«dto„nll 
capital ? Certainly not. The farmer pays the 
wages in money, and the value of his pro- 
perty in coin is so much less ; but by exchanging 
his coin for the labour performed in ploughing 
the fidd, he gams a stage in mcrea^ing his 
grain store, and so gains an increase in the 
value of his property in the direction of grain. 
The wages, therefore, are merely an exchange 
of capital in one form for capital in another. 
Had the farmer not estimated the ploughing 
of the field a« worth the money paid for domg 
it, he would not have had it done. He ex- 
changed his money for the labourers' services, 
because he estimated he gained an increase 
in the value of his property, and therefore 
an increase in his capital thereby. If he 
sold his interest in the farm, he would 
expect to be paid this additional capital 
invested in ploughing the field as part of the 
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goodwill of his business, so as to replace the 
money paid for it. The fact that the labour 
of ploughing the field does not produce the 
mature grain is no reason why the labour does 
not add capital : it is a stage of the necessary 
labour performed in producing the grain. In 
the same way the cowman sells his right to 
demand his wages for labour performed 
for the proprietary right to the coin paid to 
him. 

Nor is the case different in manufacture ; 
the function of wages fe that of effecting the 
exchange of capital. In the place of the 
raw cotton, the cotton spinner has the spun 
cotton, wholly or partially complete, produced 
by the labour of the operatives, which has 
increased the value of the property. The 
cotton spinner exchanges his proprietary 
right to the wages for the operatives' pro- 
prietary right to the result of their 
labour in the spun cotton. The operatives 
add to the manufacturer's capital by the 
value of their labour before they subtract 
any value from it in exchange for their work. 
This is capable of being tested by placing the 
wholly or partially spun cotton on the market. 
Its normal value will be not only that of raw 
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cotton, interest on fixed capital, etc., but a 
proportional value induced by the labour of 
partial or complete manufacture, as the case 
may be. 

In the same way, if we take the wages paid 
in commercial enterprises, we shall find that 
the labourers produced capital by some 
service before their wages were paid, and it 
was their own production they exchanged for 
their wages. 

It may also be shown that the expenditure 
of wages is a mere matter of exchange, in the 
case of any circulating capital which may 
become fixed capital, whether we regard the 
wages as expended in the production of raw 
materials, or of the completed tools, buildings, 
etc. 

In building a factory, before the wages 
are paid for transporting the bricks, lime and 
sand, the labour is done. This is an essential 
part of the construction of the edifice, and the 
employer has his capital increased by the 
value of this accumulated labour before 
* his wages account is decreased. Every 
week's end brings the building nearer com- 
pletion, and its value is increased weekly 
at a greater ratio than his wages accoimt is 
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decreased in value, assuming the enterprise is 
profitable. How can the employer's wages 
account be said to maintain the labourers? 
Plainly it would not be the case if, instead 
of the labourers receiving their wages in coin, 
they were remunerated by taking their share 
in the improved value produced by their 
labour in erecting the building. Could they 
not then sell their interest for money, or 
barter it for just what commodities they 
required ? Why would not their share be as 
much capital to them as the employer's 
share unquestionably would be capital to 
him, assuming the building was erected for 
sale. This instance shows the fallacy of 
much of past economic teaching. Existing 
customs are a mere matter of arrangement. 
The ignorance of the workmen has hitherto 
hindered them from protecting their interests, 
and an increase in their intelligence is all 
that is necessary to adjust anything that 
is unfair. 

Section 19. Function of Raw Materials and 
Finished Products as Circulating Capital. 

The function of raw materials and finished 
products as circulating capital is exchange 



CAPITAL M 

of capital ; they facilitate the exchange of the 
product of labour. 

It will be necessary to point out the diflfer- 
ence between natural things and raw materials 
as the terms are used in this volume. Natural 
things are the products of Nature entirely 
independent of man, and are no one's property. 
So long as there is no one to claim a proprietary 
right, land, clay, coal, ironstone, limestone, 
etc., are natural things. 

Natural things man has no power to create. 
Raw materials are compounded of natural 
things, and the labour which has been expended 
upon them. Raw materials in use as capital 
necessitate at least the labour, personal and 
juridical, involved in establishing and main- 
taining the proprietary right to enjoy and 
transfer ; but raw materials may be the result 
of any degree of labour. Thus cotton seed, 
growing cotton, cotton in bales, spun cotton, 
calico, may all be the raw material of gar- 
ments afterwards stored in a warehouse. The 
clay of an unclaimed territory, existing as a 
natural thing, and never disturbed by man, 
may become raw material as soon as the right 
of appropriating it becomes established. This 
is its earliest stage. But labour may be further 
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expended in puddling the clay preparatory to 
the manufacture of bricks, and the bricks may 
ultimately become the raw material of an 
elaborate building. The completed product 
may be circulating or fixed capital, according 
to its use, as we shall presently see. 

The necessity of raw material as capital 
in production is a result of the division of 
labour and the effect of civilization, which 
enlarges man's capacities and desires, and 
makes aims attainable which would never 
be dreamt of by solitary individuals or 
primitive communities. Either raw materials 
must be obtained by means of exchange 
for the product of other labour, or every one 
must produce his own raw materials. It 
would be tedious to dwell upon the paralysis 
that would ensue, when civiUzation has ad- 
vanced to any complexity, if every one had 
to produce raw materials for himseU. It is 
an acknowledged law that the higher the 
organism the more interdependent are its 
functions. 

So a finished product, when used as circu- 
lating capital, is an instrument of exchange. 
A buyer goes to market with his money, i.e. the 
proprietary right to the product of past 
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labour (or, in the case of credit, with the 
existing right to the produce of future labour). 
Thus he has at command an accumulation 
of labour, which he would otherwise have to 
accumulate in units, by a more or less tedious 
process of labour. By exchange he is enabled 
to transfer this accumulation of labour to 
where it is wanted, so securing in exchange 
an accumulation of labour in the commodity 
he buys. The commodity bought is then 
applicable to the special undertaking he has 
in hand, whether for business, in which case 
it will continue to be capital, or for personal 
gratification, when it will have passed out of 
the cycle of capital, so long as it is used for 
that purpose and in no way as a means of 
exchange. 

Section 20. The Function of Fixed Capital. 

•^ The function of fixed capital is to render the 
product of labour transferable by means of 
circulating capital. 

The productive power of machinery per se 
is mere fable. It is true, an individual can 
accomplish but little unless he has tools to 
work with, and the use of machinery is 
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essential for production upon a large scale. 
But the simplest tool and the most intricate 
machine are absolutely dependent upon human 
energy for their productive use. A savage 
uses a stone as a tool to crack nuts. The 
result is accomplished by natural materials 
and human energy. The most complicated 
machine is nothing more than natural 
materials adapted for use by human energy, 
and the machine itself is dependent upon human 
energy for any. result it accomplishes. The 
difference between the stone and the machine 
is a difference of amount of human energy 
and contrivance upon natural materials. The 
advantage of possessing, either the one or the 
other, is the saving of time in not having to 
produce again what is already accomplished 
and ready for use. 

All capital consists of natural things in 
element, plus labour in various degrees, either 
actually performed or anticipated in result. 
There is no permanent line of division be- 
tween fixed and circulating capital. The 
distinction does not lie in the capital, but in 
the manner of its use, whether as a direct 
or indirect instrument of exchange. When 
property is sold absolutely it is circulating 
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capital ; when it is used for the purpose of 
securing an income it is fixed capital. 

The function of fixed, as of circulating 
capital, is to render the products of labour 
transferable. In this way, of course, capital 
is . indirectly devoted to creative production, 
for to render commodities accessible is as 
essential to their use as to bring them into 
existence. But the function of capital is 
no more the creative production of wealth, 
than is the function of the railway the creative 
production of com. The creative production 
of com is dependent, primarily, upon the 
materials and forces of nature, and then upon 
an intricate series of labour. As the utility 
of the railway is to facilitate the distribution 
of the com, by transporting it where it is 
wanted, so the utility of capital, as such, 
both circulating and fixed, is to distribute 
the products of laboiu* by means of exchange 
of property. When a commodity reaches the 
consumers' hands it has passed out of the cycle 
of capital. 

Take a case of land in illustration, although 
the same will equally apply to other commo- 
dities that are capable of becoming fixed 
capital, idiether took, machinery, buildings. 
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cattle, etc. The land may be circulating or 
fixed capital according to circumstances, 
and the distinction is of no importance 
except for the purpose of treating rent and 
interest. How may the owner apply the 
land to his use ? In four ways — 

1. He may sell it absolutely. 

2. He may let it for a specified term. 

3. He may cultivate it for the sake of selling 
the produce. 

4. He may keep it for his own gratification 
without any use for trade purposes. 

(a) He may cultivate it by his own effort 
and that of his family, for the sake of 
his own or their sustenance. 

(6) He may turn it into a park or game 
preserve for his gratification and 
amusement. 

While the land is used in the first three 
ways it is capital, and its function, as of all 
capital, is to render the product of labour — 
existing or anticipated — ^transferable. While 
it is applied to the fourth use it has ceased to 
be capital, and performs the function of an 
instrument of sustentation. 

1. In the case of the land being sold 
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absolutely, when it is circulating capital for 
the time being. 

A sells to B 500 acres of land with 
buildings, etc., for £33,000. Where are the 
efforts upon which the value is based, and 
how does the transaction involve the trans- 
fer of the products of labour existing or 
anticipated ? The value of the land will 
depend upon the demand for it and the 
diflSculty of attainment. In other words, the 
value lies in the estimated reciprocal effort the 
vendor A is willing to render to the purchaser 
5, and B to -4, to secure the exchange of 
property. 

The service B receives from A is the transfer 
of his proprietary right in the actually exist- 
ing products of labour upon the land, such as 
houses, timber, crops, improvements ; together 
with the future use of the land, which, by the 
application of labour, will yield annual produce 
for ever. Mark, proprietary rights in the 
past have been maintained by labour, and 
their present existence is upheld by labour, 
and upon the faith of their being maintained 
in the future B purchases. B has thus trans- 
ferred to him, by means of his capital of 
£33,000, the right to the existing produce of 
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past labour, and the right to the anticipated 
results of future labour in connexion with 
the future use of the land. 

The service A received from B is the transfer 
of his proprietary right to use and transfer 
£33,000. Money is as much a commodity 
as any other article. A has thus transferred 
to him by means of his land capital the 
produce of past labour, and the anticipated 
result of future labour, connected with the 
future use of the money. 

2. The proprietor may let the land for a 
specified term, in which case it will be fixed 
capital for the time being. 

This case does not differ in essence from the 
foregoing. In letting, A parts with his pro- 
prietary right to occupy, or transfer occupanoy^ 
of the land for a given term, to By instead 
of absolutely transferring it for ever, as in 
the case of a sale. The service A renders 
to 5 is the transfer of the product of past and 
the anticipated results of future labour for 
a given term. The service B renders to A 
in exchange is, say, a rent of £1,000 a year 
during the tenancy, which represents results of 
past and anticipated results of future labour. 

B devotes his energies to agriculture. 



> 
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How does he pay his rent ? Social forces 
(the result of labour) enable him to hold the 
land in undisturbed possession, a necessity 
for the application either of his own or hired 
labour. He obtains the labour necessary for 
cultivation by exchanging the result of 
other labour (wages), over which he has a 
proprietary right, with his labourers for 
their work upon the land. When nature 
and the accumulated products of labour, in 
which he haa obtained a proprietaiy right by 
a series of exchanges, at last produces the 
harvest, he is able to pay his rent, by trans- 
ferring his proprietary rights in the produce 
of labour expended. Thus, through the 
medium of money, B exchanges his proprietary 
rights to a certain part of the produce of the 
year's labour with -4, for his proprietary 
right of undisturbed possession (result of 
labour) which he has. enjoyed for the year. 
In this way the land has been used as capital, 
and has been an instrument of exchange 
of property. 

3. The proprietor may turn yeoman and 
cultivate the land for the purpose of selling 
the produce, in which case it is fixed capital 
for the time being. 



/ 
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For the sake of clearness, it will be best to 
assume that none of the produce is devoted 
directly to the yeoman's personal use or 
that of his family, and that all the produce is 
raised for the market. We shall have an 
instance of the land being directly used for 
sustenance in the next division. Assuming, 
then, that no produce is used for the sustenance 
of the yeoman, but, as is quite possible, that 
all his personal and domestic expenses are 
provided for from his other property, he 
would positively have no object in cultivating 
the land if all exchange of the produce was 
impracticable. A man would no more 
accumulate wheat and hay if he did not want 
to use either, and exchange was impossible^ 
than he would accumulate shovels or shingle 
upon the seashore ; far less would he go on 
increasing cattle under like conditions, in- 
volving the increasing labour of attending 
to them. The one object of expending 
labour upon the farm would be to exchange 
the produce of the labour which did not 
satisfy the yeoman's desires for the produce 
of other labour which would accomplish the 
object. 

4. The owner may keep the land for his own 
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gratification without any use for trade pur- 
poses. 

(a) He may cultivate it by his own effort 
and that of his family for the sake of 
his own or their sustenance. 
(6) He may turn it into a park or game 
preserve for his gratification and 
amusement. 
But note what a " white elephant " his 
property would be under the circumstances. 
The land imder the conditions (a) and (b) 
would no longer be capital, for there would 
be no exchange for the time being. The 
land would then be used as an instrument 
of sustentation, not as an instrument by which 
the exchange of property was effected. 

Under the condition (a) only a small part 
of the farm would be cultivated ; only a small 
part of the stock would be used, the rest 
must run wild or be killed out of the way ; 
the bulk of the implements would be unused, 
for the spade would be more economical 
and efficient than the plough and the flail 
than the threshing machine ; the buildings 
would almost entirely be superfluous. 

Under the condition (6), so long as the park 
or the game preserve was held for the mere 
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object of amusement, without any design 
of sale, either of the land or the produce, 
it would not be capital according to the 
definition in this work.* It would be an 
instrument of amusement, but rightly classed 
as an instrument of sustentation neverthe- 
less. It would be the means of gratifying 
desire for amusement, precisely as it would be 
under circumstances (a) a means of gratifying 
desire for food. 

It may be well to add another illustration 
or two in addition to land. A warehouse 
built and sold upon completion would be 
circulating capital. If used by a lessee or 
the owner to carry on business, the warehouse 
would be fixed capital for the time being. If let, 
in the ordinary course of business, additional 
labour would be expended in collecting com- 
modities, in order to facilitate their distribu- 
tion. The lessee's object in storing the ware- 
house would be to pay his rent and to make a 
profit for his own use ; and he would pay his 

* J. B. Say, Guyot, and some other French econo- 
mists, include all wealth under capital, contrary to all 
English economists, who, however, are at loggerheads 
among themselves as to what wealth is to be classed 
as capital. Capital and Wages^ p. 232, Minton. 
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rent to obtain the right to occupy the building, 
so saving the time and labour of erecting one 
for himself. If the owner himself held the 
warehouse for business purposes, it would be 
the centre of additional labour to that already 
expended upon the building, and the object ' 
of this additional labour would be to make 
money to spend upon desires he might wish 
to gratify. So in the case of a plough or any 
machine sold, or let on hire, or used by the 
owner for trade purposes. The accumulated 
labour expended on the machine's construc- 
tion might be directly sold, or let on hire with 
the object of adding labour, which, in conjunc- 
tion with the machme, would produce commo- 
dities to pay for the hire, or the machine might 
be used by its owner to produce by labour 
commodities for sale. So a cow might be 
directly sold, or let out on hire, or the owner 
might keep her for the sake of daily disposing 
of her milk. Both the circulating and the fixed 
capital would be instruments which rendered 
the product of labour transferable, and the 
only difference would be that the circulating 
capital would be a more direct means of 
accomplishing the object than the fixed 
capitaL 
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Thus, in the above illustrations, the exchange 
may be accomplished by a direct sale, in 
which case the capital is termed circulating, 
and is a means of exchanging the products 
of labour. Or the exchange may be effected 
by creating a tenancy for a specified term in 
consideration of a rent or hire ; or the capital 
may be held by the proprietor himself, with 
the object of exchanging the results produced. 
In these two latter cases the capital would be 
fixed capital, and the results produced and 
exchanged by the lessee or hirer, or the pro- 
prietor using his own capital, would be circu- 
lating capital. The fixed capital would be an 
instrument which rendered the product of 
labour transferable through the medium of 
circulating capital. 

The function of capital, as here explained, 
accounts for capital being so much more 
plentiful in old countries, where the population 
is large and the divisions of labour highly 
organized, than in new countries, where 
numbers are few and a visit to a market of 
any kind is of rare occurrence. Buildings 
and machmery are rude in newly settled com- 
munities, because more costly and elaborate 
ond3 would not as effectually meet the re- 
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quirements of the case. It does not necessarily 
arise from the poverty of the community. 
If more costly buildings and machinery paid, 
they would quickly appear upon the scene. 
But until the social mass is sufficiently large 
to have acquired considerable complexity of 
structure, each individual in the commu- 
nity is vastly more self-supporting and less 
dependent than in a more developed and 
densely populated society, with an intricate 
division of labour. Hence, in the bush, the 
spade may not only be more economical, but 
more efficient than the steam plough ; the 
hand-mill than the gigantic flour-mill ; the 
log-hut, reeking with the perfume of general 
necessaries, than a huge row of warehouses 
each for a separate article. So, it is not that 
a small community does not appreciate the 
advantages of roads and railways, but the fact 
that in their circumstances it would be waste 
of labour to construct them ; and it is the same 
with capital generally on a large scale. 

Section 21 . 

The fog enveloping capital appears largely 
to arise from failing to keep in view the inter- 
dependence of function, necessitated by the 
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divisions of labour. Neither an individual 
nor a company could build an Atlantic liner 
without capital, but the nation could build a 
whole fleet with no other capital than a promise 
to pay. 

An individual or a company^ would be 
unable to build a large ship without capital, 
for without capital they would necessarily 
be without credit. Consequently proprietary 
rights would bar the way to getting at natural 
materials — ironstone, timber, etc. — to work 
up into the raw materials of shipbuildingi 
without capital there would be no property 
to exchange for ready-made raw materials ; nor 
would there be any capital to apply as wages 
to buy out the property of the labourers, in 
the constantly increasing value produced by 
the labour in the construction of the ship. 

But it would be entirely different in the 

^ A number of individuals or a number of companies, 
however, by means of their mutual credit could acocMU- 
plish almost anything by the assistance of their bankers. 
Gold and silver money is quite insignificant in trade 
transactions. Thus Nuthall in his Dictionary of Staiia^ 
tics (Banks, p. 77) declares : '^ The cheques paid in Lon- 
don and New York in one month aggregate 1,270 millions 
sterling, which ia much in excess of all the gold and 
silver coin in existence." 
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case of the nation, which could organize the 
divisions of labour, and direct them to the 
object in view.* The nation would have the 
energy of the population to draw from ; and 
the mere promise of the Grovemment to pay 
would suffice to induce the labourers to work, 
and secure them their wages. Supposing, for 
the sake of argument, that there were none of 

* There is a case to the point in the construction of 
the Guernsey market. " The States of Guernsey haying 
determined to build a meat market, voted £4,000 to 
defray the cost. Instead of borrowing this sum at 
5 per cent, interest, the Governor issued four thousand 
cardboard tokens, on which were inscribed 'Guernsey 
Meat Market Notes ' ; they represented £1 each, and 
were legal currency by universal assent. With these 
notes the State paid the contractor, and with them he 
paid his workmen and all who supplied him with mate- 
rials. They were freely taken by tradesmen for goods; 
by landlords for rent, by the authorities for taxes. In 
due season the market was completed. The butchers' 
stalls, with some public rooms constructed over them, 
were let for an annual rent of £400. At the expiration 
of the first year of this tenancy, the States called in the 
first batch of notes, numbered one to four hundred, and 
with the £400 of real money received for rent, redeemed 
the £400 of representative money, expressed by the 
^Meat Market Notes.' At the end of ten years all 
the notes were redeemed, through the application of ten 
years' rental." — Paoerty and the State, H. V. Mills, p. 128. 
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the raw materials for shipbuilding in existence 
in the country, and that no foreign nation 
would supply them. This, no doubt, would 
delay the completion of the ships for some 
months ; but it would not render it impossible 
to build the ships. The Government would 
have to begin a stage further back. A 
requisition of the Government for priority of 
supply might have to be enforced, bringing 
proprietary rights into subordination for the 
time being. If there was no bar or pig iron 
to be got, then the mines must be resorted to 
for a supply of ironstone. The ironstone must 
be carried to the blast furnace and pig iron 
produced ; pig iron must be sent to the rolling 
mills to be turned into bar iron, etc. Even 
taking the extreme view that there were no 
tools or machinery in existence, it would only 
cause the delay of their production. Under 
the pressure of urgency, with the energy of 
the nation to draw from, the desert would soon 
be made to blossom as the rose. Of course 
we may go further, and suppose* that no food — 
or air for the matter of that — could be got; 
and that no one would regard the promise of 
the Government to pay as of any value : but 
in such a case we shall be supposing nonsense. 
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Practically, the credit of the Government would 
secure materials^ tools, machines, and the 
labour to construct the ships. Moreover, 
the success of the enterprise would depend 
upon whether the ships were wanted, so as to 
pay the expense of their production with a 
profit ; just as it would if the ships were built 
with the aid of the capital of an individual or a 
Company. 

Thus far, we have only treated two of the 
three divisions of capital, viz. material and 
immaterial property (goods and services). 
We have now to turn our attention to incor- 
poreal property, which embraces credit. When 
this has been done in the next chapter, we 
shall have before us the whole mechanism of 
exchange. 



CHAPTER V 

THE MECHANISM OF EXCHANGE 

Section 22. 

The mechanism of exchange consists of capital 
of all kinds. 

When property is used for trade purposes 
it is capital. Property or rights in commodities 
comprise the foUowing :— 

1. Groods and services. 

2. The instruments of sale — 

(c) Coin money — gold, silver, copper. 

(d) Paper currency, i.e. promissory notes 

and bills of exchange in all their 
varieties. 

(e) Debts of all sorts — ^such as credit in 

bankers' books, called deposits, book 
debts of traders, and private debts 
between individuals. 

Section 23. 

It will greatly assist us in understandings 
the mechanism of exchange to comprehend 
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the coincidents of barter, the earliest form 
of exchange. When goods and services are 
exchanged directly for one another, without 
the intervention of the instruments of sale — 
coin money and credit — it is called barter. A 
sale always denotes a transaction in which 
one or both of the commodities exchanged 
is money or credit. It is true we have out- 
stripped the primitive method of exchange by 
barter ; but a sale carried on by intervention 
of coin money or credit resolves itself into a 
kind of compound barter.* Moreover, of 
late years the system of sale by credit has 
assumed vast proportions, whereby purchases 
are made in terms of gold and silver coin, 
but equivalent quantities of goods and services 
are made to pay for themselves.* 

Section 24. Barter. 

Barter necessitates the production of goods 
and services, and involves mutual labour and a 
reciprocal desire for exchange. The range of 
profitable exchange from a social point of 
view is limited by the quantity of goods and 

* Harmonies of PdUical Economy, p. 110, Bastiat. 
Practical Political Eeonomy, pp. 366, 367, Price, p. 366. 
^ Money, p. 189, Jevons. 
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services available. This essential fact is not 
altered by the employment of the instruments 
of sale (coin money and credit), as we shall 
presently see, although it will be much more 
difficult to recognize the fact on account of 
the complexity induced. 

Let A and B comprise a community. A 
produces food and B clothing for barter, and 
suppose their united efforts only just provide 
for their wants. Then A^a demand for clothing, 
after he has supplied his want of food, will 
depend upon his production of food. R9 
demand for food, after he ha^ supplied his 
want of clothing, will depend upon his pro- 
duction of clothing. Thus A^s supply of 
clothing depends upon B*8 production of 
clothing, and B*s supply of food upon A^8 
production of food. So that demand and 
supply both depend upon production.^ The 
greater the aggregate produce of A and £, the 
greater the possible demand and supply so 
long as the wants of A and B are unsatisfied. 
No manipulation of exchange will suffice to 
supply the wants if the production is insuffi- 
cient. However large the community and 

^ Some Leading Principles of Political Economy, p. 31, 
CaimeB. 
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complex the exchanges, from the social point 
of view the same law rules. * 

As production, involving mutual labour, 
is the primary necessity of barter, and the 
greater the quantity of commodities pro- 
duced the more to exchange, we have next 
to see how reciprocity of desire for exchange 
between the two parties governs the exchange. 

The desire for exchange between A and B 
will be dependent upon their estimation of 
value. Now, exchange value exchange ex- 
presses the estimated reciprocal effort the 
two parties to an exchange are willing to 

^ Extreme caution will be necessary here. Endless 
confusion has arisen from mixing up the social profit 
with the profit of individuals and sections of the com- 
munity. The profit of the whole community may be 
entirely different from the trade point of view, which 
regards chiefly the profits of the individual or sections 
of the community. Individuals and sections of the 
community may make profit which involves losses else- 
where. All that it appears safe to say is that, from a 
social point of view, the greater the aggregate produc- 
tion, the greater the possibility of profitable exchange. 
For exchange costs effort, and the time must arrive 
when it will be more profitable to produce than to ex- 
change further. This, however, does not necessarily 
follow in ordinary trade profits, where only individuals 
or sections of the community are considered. 
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make to secure an exchange of property. 
Exchange of food and clothing between A&B 
will be feasible according to the aggregate 
quantity available for exchange and the 
intensity of the reciprocal desire for ex- 
change. The desire for exchange will be 
regulated according as there is saving of 
effort realized by A and B. A and B will 
produce both food and clothing for themselves 
instead of exchanging with one another if 
they find it saves them eflfort. Thus Bastiat 
declares : " Exchange will go on extending 
itself indefinitely as long as the eflfort it 
exacts is less than the eflfort which-it saves '\^ 
The division of labour is only advantageous 
within limits. 

Goods and services were exchanged by 
barter in primitive communities, and in such 
cases they were capital, for they were used 
by each party as a means of exchange of 
property. There would manifestly be many 
diflSculties in such a crude system of exchange. 
A man having a horse to exchange might 
find great difficulty in discovering one willing 
to exchange an equal value in sheep. A 

1 Harmonies of Political Economy, p. 112, Bastiat. 
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tailor, who wanted a loaf of bread, could not 
give a part of a coat in exchange without 
destroying the value of his handiwork. There 
would also be the difficulty in discovering the 
relative value of commodities, unless there 
was some recognized measure of value. 

Every producer is chiefly occupied in pro- 
ducing what others want, and not what he 
wants himself. It is, therefore, necessary for 
him to be able to find, with as little delay, 
eflfort and uncertainty as possible, others who 
want what he can produce, in order to supply 
his own wants by exchange. This result can 
never be effected under a system of direct 
barter, after the divisions of labour have 
passed the initial stages ; and hence the pro- 
gress of all societies has been marked by the 
use of expedients to lessen the difficulties 
of direct barter, so as to facilitate exchange. 
In civilized nations the precious metals have 
been generally adopted. In the more highly 
organized commercial nations, however, a 
complex system of credit has in its turn been 
developed for the purpose of economizing the 
precious metals, or even of avoiding the use 
of coin altogether. Grold and silver coin 
continues to be the common denomination of 
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value, but coin money ceases to a great extent 
to be the actual medium of exchange which is 
passed about between the buyer and the seller. 
Whether the coin money or the credit, how- 
ever, are used to facilitate the exchange, the 
final result resolves itself into exchange by 
barter. A commodity is sold for money, and 
the money is used to buy a commodity. The 
money is the medium to bring about the 
exchange of the two commodities, which accom- 
plished without the money would be a transac- 
tion of barter.^ 

Section 25. 

The difficulties, then, of direct barter are 
overcome by the instruments of sale, which are 
mere tools to effect exchange. The instru- 
ments of sale facilitate the exchange of goods 
and services by measuring values and re- 
cording debts, so facilitating the exchange 
of goods and services by what Bastiat terms a 
compound exchange. 

The instruments of sale, as we have seen, 
consist of three species : — 

^ Harmoniea of Political Economy, p. 110. See also 
Money, p. 189, Jevons. A System of Political Economy, 
p. 316, ShadweU. 
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1. Coin money — ^gold, silver, copper. 

2. Paper currency — ^i.e. promissory notes 
and bills of exchange in all their varieties. 

3. Debts of all sorts — such as credit in 
bankers' books, called deposits, book debts 
of traders, and private debts between indi- 
viduals. 

Coin Money. 

Coin money is a measure of value and a 
medium of exchange. 

Coin is simply a tool to facilitate exchange, 
and, like all other tools, is impotent unless 
it has the materials to work upon. Now, the 
production of goods and services, actual 
or anticipated, together with reciprocity of 
desire for exchange, are the prerequisites 
which enable coin to fulfil its functions. As 
the use of coin is to facilitate the exchange 
of goods and services, the beneficial effects 
of coin are not to be measured by its actual 
amount ; but by the quantity of profitable 
industry which it sets in motion by affording 
facilities of exchange, as exchange is the 
object of almost all production. 

Mr. Macleod has pointed out that " the 
quantity of money in any country bears no 
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necessary relation whatever to the quantity of 
other goods, etc., in it, or to their price." 

" Many writers on economics ^ have supposed 
that the quantity of money in a country bears 
some necessary relation to the quantity of 
commodities in it ; many more think that the 
prices of commodities are determined by 
the proportion which money bears to the 
quantity of commodities. That this is a very 
grievous error may very easily be shown. Let 
us suppose that A and B are reciprocally 
indebted to each other for the sale of goods. 
Let us suppose that A has bought goods from 
B to the amount of £10, and J? has bought goods 
from A to the amout of £13. Then it is quite 
clear that there are three diflferent ways of 
settling their dealings. 

"1. Each may send a clerk to the other to 
demand payment in full of his debt. This 
method would require £23. 

" 2. A may send £10 to JB to discharge his 
debt and B may send it back to A with £3 
more to discharge his debt. This method 
would require £13. 

" 3. They may meet and set off their mutual 

^ Giffen for one : see Essays on Finance^ p. 38 (second 
series). 
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debts against each other, and pay only the 
diflference in coin. This method would require 
only £3. 

" Now, it is quite clear that a very diflferent 
quantity of money would be required to 
carry on any given amount of business, accord- 
ing as either of these three methods was 
adopted. Between the first and third there 
would be no difference in the price of com- 
modities. These £20 would not influence 
prices, but be required to settle debts in a 
clumsy way. So it is clear that by a simple 
change in the method of doing business, £20 
may be withdrawn from circulation altogether 
and applied to new transaction. 

"... It is one of the great functions 
of a bank to promote such a change of doing 
business, and to bring people together to 
balance their mutual debts without the inter- 
vention of money." ^ 

The beneficial effect of coin, then, is to be 
measured by the amount of profitable industry 
it generates by facilitating exchange. Coin 
money is merely part of the mechanism of circu- 
lation ; but industry is the motive power of 

^ Prinevples of Economic Philosophy, vol. i. p. 208 ; 
see also ElemerUs of Eeonamies, vol. i. p. 216, Macleod. 
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creative production, which primarily governs 
the limits of exchange. 

Coin money, therefore, and, as we shall 
presently endeavour to show, the whole 
instruments of sale, are a very important 
part of capital. Capital by our definition is 
property in use for trade purposes : it is the 
proprietary right to the product of past or 
the anticipated result of future labour, intended 
to be used, or in the course of use, as a means 
of exchange of property. Coin wiU neither 
feed, clothe, nor warm its possessor ; its use 
is to exchange away for commodities, and so 
by a process of compound barter to exchange 
the products of labour ; and it belongs, like 
all other capital, to the distributing system of 
society. 

Section 26. Credit. 

Credit embraces d and e of the instruments 
of sale of which coin money comprises c.^ 

(d) Paper currency, i.e. promissory notes 

and bills of exchange in all their 
varieties. 

(e) Debts of all sorts, such as credit in 

bankers' books, called deposits, 

^ P. 62 of this volume. 
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book debts of traders, and private 
debts between individuals. 

" Credit is the right or property of demand- 
ing something else when we require it. It is 
the right to a future payment ; and we must 
observe that credit is not the transfer of some- 
thing else, but it is the name of a certain 
species of property or right.^ 

" When a man purchases goods with his 
credit, or his promise to pay, the goods become 
his absolute property, just as if he had bought 
them with money. But exactly at the same 
instant that these goods become the property 
of the trader, there is created in the person 
of the seller the property or the right to demand 
payment for them at a fixed time, and 
also at the very same instant there is created 
in the person of the buyer the duty to pay for 
them at the fixed time. 

" The right residing in the person of the 
creditor is always called the Credit. 

"The duty residing in the person of the 
debtor is always called the Obligation. 

" The word * debt ' is applied both to the 
right to demand and the duty to pay, though 

Principles of Economical Philosophy^ vol. i. p. 195, 
Macleod. 
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it would certainly appear to be better to 
restrict it to the duty to pay. 

" Now the duty to pay must evidently 
always remain fixed in the person of the debtor. 
But the right to demand, or the credit, is the 
absolute property of the creditor, and he may 
sell or transfer it, like any other property 
whatever ; and wherever it is so transferred, 
a nexus or contract takes place between the 
transferee of the right, or the credit, and the 
original debtor, and it wiU only be extinguished 
by the revesting of the right, or the credit, in 
the person of the debtor whence it originally 
emanated.^ 

" This right, or this credit, is property 
which may be bought, sold, or exchanged, 
imported or exported, or sent from one country 
to another in exactly the same manner as 
money, corn, cotton, hides, or any other 
merchandise." ^ 

** The statistics of the Clearing House show 
that transactions on credit are rapidly devel- 
oping. Claims were settled in 1871 amount- 
mg to £6,369,272,000,» and m the year 1889 

» 

^ Principles of Economical PhUoaojAy, vol. i. p. 183. 
a Ibid. p. 474. 
» Ibid. p. 600. 
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credits to an amount exceeding £7,000,000,000 * 
were interchanged between the banks in 
the London Clearing House alone, without 
the use of a single coin." " The London 
Clearing Bankers' grand total (1906) was 
£12,287,936,000, an increase of £4,723,738,000 
or 16-3 per cent on 1904." ^ 

Credit performs all the ftmctions of money, 
and, like most other things, is capable of 
abuse. It has not, however, been noticed 
by economists, when inveighing against the 
danger of credit, that a useless enterprise 
involves an equal loss to society, regarded 
from the aggregate social point of view, 
whether the transaction is carried on by 
means of credit or coin money. Supposing, 
for the sake of argument, that the Panama 
Canal under American management should 
prove to be an utterly useless undertaking 
as it was under the French Company. What 
would be the loss to mankind in such a case. 
Why ! the whole of the labour expended in the 
undertaking, including that in the materials 
used, excepting so far as they could be used 

^ Theory of Credit, vol. u. part 1, p. 507. 
^ The Times Financial and Commercial Supplement. 
January 15, 1906. 
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for other purposes. During the work the 
workmen would have been consuming useful 
things, while they were producing nothing 
useful, and so were wasting time. Whether 
coin money or credit had been used would 
make no diflference. The money would exist 
intact for the use of mankind after the useless 
undertaking precisely as it did before, although 
it would be distributed among different 
individuals ; and so would the credit. What 
mankind would lose would be the goods and 
services (labour of all kinds, including that 
expended on materials used) which the in- 
struments of sale (coin money and credit) had 
circulated. 

Stupid people can do just as much harm 
to society with coin money as with credit. 
Money, in fact, is the more dangerous tool 
of the two. Any man, for instance, may 
continue in a chronic state of dnmkenness by 
the use of his money ; but he will not be able 
to do so by means of his credit. A fool with 
money has no one to consult, and can engage 
in any foolish commercial enterprise or per- 
sonal extravagance. His money in either case 
is not lost to society, but goods and services 
are. In the case of credit, although the loss 
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to society may be as great if he succeeds in 
using it, yet there is the safeguard, which 
there would not be if he possessed coin money, 
that he must gain the confidence and approval 
of other persons whose judgment may act as a 
check, before he can negotiate his credit. It 
entirely depends upon how a man spends his 
moneywhetherhisexpenditure benefits society. 
When this is miderstood, a young spend- 
thrift squandering a fortune, instead of being 
an object of admiration as at present, will 
be realized to be more dai^erous to society 
than a lunatic, and as equally needing re- 
straint. 

It has been the old doctrine that capital 
is the result of savii^ ; I should say it is 
rather the result of working. The great 
bulk of an individual's industry in business 
is devoted to providing for the wants of others, 
and not directly for his own. What he pro- 
duces for the purpose of exchange is his 
capital, and the utihty of this capital to him is 
entirely dependent upon it being exchanged 
for what he desires. A block in the exchai 
paralyses his industry, for he has no perse 
dfifliie for what he has produced. If commi 
ties, produced for the sole purpose of exchai 
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hang on hand, they are as useless as a supply 
of tools for which there is no use. It is the 
ftinction of capital to circulate commodities. 
The farmer by his com brings to himself a coat 
through the instrumentality of money, which 
resolves itself into compotmd barter. And 
aggregate demand is ultimately dependent 
upon aggregate supply, as we have seen. The 
more efficient labour the more produce, and 
the more produce the greater the demand for 
exchange and the power of purchase. 

Now, so long as it is used within its 
legitimate limits, the utility of credit is 
that it facilitates exchanges vastly more 
efficiently and economically than could 
be accomplished by direct barter, or even 
by means of coin money. Purchases are 
made in terms of gold and silver, and 
equivalent quantities of goods and services 
are then exchanged for one another, as they 
would be in the case of simple barter. Gold 
and silver coin is used in small transactions, 
but in larger ones it only intervenes to balance 
exchanges of unequal value, and only then 
to a very small extent. In most cases the 
balances are paid by cheque, which in due 
course is parsed to the Clearing-house to be 
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discharged by what is technically termed set- 
off, or compensation. Not 3 per cent, of 
commerce is now carried on by the actual use 
of coin money .^ 

The same laws govern the limits of credit as 
apply to the limits of exchange by barter. 
For exchange is ultimately dependent upon 
creative production. The greater the mass, 
other things being equal, the greater the 
capacity for number of exchanges with profit, 
for exchange costs effort and cannot pro- 
fitably be indefinitely increased. As scarcely 
any one produce, what he wants for hta 
personal use, and is dependent upon exchange 
for what he desires, the more rapidly the 
exchange is effected the greater the industry 
set in motion, so long as it can be done with 
profit. And from the social point of view the 
profit is not to be measured simply by the gains 
of certain individuals, but from the actual 
increase in the aggregate wealth, by rendering it 
more efficient in fulfilling its functions. WhaDt 

^ "The preceding figures show that the absolute 
quantities of credit to money in this country is about 
99 to 1. That is to say, that in all prices, 99 parts con- 
sist of credit and only one part of gold. Theory of 
Credit, vol. ii. part 1, p. 508, Maeleod. 
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individuals gain may simply be transfers 
from losses elsewhere, and such profits make 
no increase in the aggregate social wealth. 
Now, the instruments of sale will not extend 
the limits of exchange by barter above men- 
tioned, and it is only while money and 
credit work within these limits that they can 
be profitably employed in facilitating ex- 
change, for the action of coin money and 
credit, in their final result, is to effect the ex- 
change of goods and services by what has 
been termed a compotmd barter. 

What has been said, therefore, as regards 
the limits in which coin money can be use- 
fully employed, applies also to the limits of 
cr^edit. Coin is simply a tool to facilitate 
exchange, and, like all other tools, is impotent 
■ unless it has materials to work upon. Its 
beneficial effects are not to be measured by its 
actual amount, but by the quantity of profit- 
able industry it sets in motion by affording 
facilities of exchange, exchange being the 
object of the great bulk of creative produc- 
tions. As we have pointed out, exchange of 
goods and services cannot indefinitely go on 
with profit ; the limit is primarily governed 
by quantity. The more produced, other 
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things being equal, the more for exchange, for 
demand is governed by supply. While coin 
can be instrumental in profitably exchanging 
commodities it is useful, beyond this it is use- 
less and must lie idle, or, if used, can only 
produce unprofitable results. 

The limits in which credit can be usefully 
applied are precisely the same. These limits 
are confined to the possibility of the credit 
facilitating exchange of goods and services 
with profit. In short, whether the labour 
expended in producing the capital which the 
credit circulates produces sufficient results 
to discharge the credit with profit. If 
the proceeds of the labour are sufficient 
to redeem the credit, with a profit over 
and above, the credit has in all respects 
been legitimately and usefully applied ; 
for in such a case goods and services 
have been profitably exchanged by a process 
of compound barter, and the desires of the 
parties exchanging have been gratified by 
means of exchange of labour, with greater 
facility than would have been possible if the 
individuals had depended upon their own 
efforts. The credit has, in fact, set labour 
into action by circulating congested capital. 

G 
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It is only upon the recognition of capital 
belonging entirely to the distributing system 
that the working of credit seems capable of 
explanation. That credit does perform the 
functions of capital precisely as money, or 
iron, or soap, or com in commerce is, I 
believe, indisputable ; and money, iron, soap, 
and com, if used for exchange, are acknow- 
ledged to be capital by economists, whether 
ancient or modem. Assuming capital to 
belong entirely to the distributing system, 
the action of credit seems capable of explana- 
tion and agreeable with the assumption, and the 
mysteries obscuring its action which have so 
long baffled solution may at length be cleared 
up. True enough it is not the function of 
credit to feed and clothe labourers. Mani- 
festly promises to pay written on paper 
will accomplish no such miracle : but, then, 
neither is it the function of com, of wool, or 
cotton, in the capacity of capital to feed and 
clothe labourers. The capitalists sell these 
commodities for the very reason that they do 
not require them either for food or clothing, 
or, at all events, prefer to sell them for 
commodities they buy. When the com, wool, 
or cotton, respectively fulfil the function 
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of feeding or clothing, they have passed from 
capital, which belongs to the distributing 
system, into the consumers' hands, and have 
entered into the sustaining system of society. 
The possessors of these commodities, in such 
a case, elect to use them for sustenance 
instead of using them further as tools of 
exchange, i.e. capital. 

It was the wages-fund fallacy which appears 
to have caused the fog obscuring this subject. 
Upon what grounds can it be maintained 
that the result of the labourers' work, for 
which they receive wages, is not capital to 
them, or that the wages are not capital to the 
labourers ? If a house be built and is wanted 
to such an extent as to repay the efforts in 
erecting it, the building of the house will be a 
profitable undertaking. The finished edifice 
wiU be an improved value upon the raw 
materials. The labour of all kinds involved 
in its construction will have created this 
improved value. Hence, as capital is meas-^ 
ured by the value of the property comprising 
it, capital will have been increased. But 
this improved value is not the property of the 
builder until he has bought out the shares 
of the labourers. The labourers' shares are 
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from time to time measured and exchanged 
for money (wages). No one denies that when 
the builder sells the house, the improved 
value arising from the enterprise is capital to 
him, and what possible reason is there for 
denying that the labourers' share, for Vhich 
they have received wages, is capital to them ? 
They sell their share for money (wages) and 
they exchange their money for necessaries. 
I submit that so-called productive or unpro- 
ductive expenditure has nothing whatever 
to do with the question whether the money 
in the labourers' hands is capital. The very 
fact of their buying with the money proves 
it to be capital, and money has no other use 
than to buy. Money, when it performs the 
functions of exchange, always is capital, and 
can be nothing else. Men cannot eat coin, 
and if it is turned into bullion, or used for 
ornament or art, it ceases to be oohx. Wages, 
then, I contend, are unquestionably capital 
to the labourers. They exchange their wages 
for necessaries, and whether the necessaries 
so purchased are capital, or not, depends upon 
whether they are used again for exchange, 
or for personal gratification. This is the test 
and no other. In the event of their being 
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again exchanged, they will continue in the 
distributing system ; if used for personal 
gratification, they wiU have pa^ed into the 
sustaining system. 

Here an anticipated objection will require 
answering : If credit fulfils all the functions 
of money, why should not the world be made 
rich by writing promises to pay on pieces of 
paper ? This question will be best answered 
by another. Why should not the world's 
supply of com be rendered ample by every 
nation devoting its energies to the construc- 
tion of railways ? The answer is plain and 
analogous to that of credit. Railways, no 
doubt, vastly infiuence the production of com, 
for it would be useless to produce it unless it 
could be carried to where it was wanted. But 
the supply of railways can only be useful 
so long as they are not in excess of the demand 
for carrying power ; and so far as com is con- 
cerned, that will be regulated by the aggre- 
gate supply of com and the want of it. The 
construction of railways should be regulated 
by the demand for traffic ; it is ridiculous to 
auppose that the mere construction of railways 
will create traffic,^ as shareholders have in 

. ^ That is apart from the question whether the develop* 
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many instances been taught to their cost. 
Such folly can only involve all concerned in 
ruinous loss. Merely carrying com backwards 
and forwards to give an excess of railway 
machinery employment will not increase the 
supply of com ; it will be a mere waste of 
eiiefgy which can produce nothing but dis- 
aster. 

So with credit. The use of credit is to 
facilitate the exchange of commodities, and 
by so doing to stimulate industry, as exchange 
is a necessity arising from the separation of 
employments. But we have seen that ex- 
change has its limits, and these limits are 
primarily govemed by quantity. If industry 
from any cause does not supply quantity to 
meet the demands of the increased number 
of exchanges with profit, creating additional 
credit is useless, so long as the amount al- 
ready in use is sufficient to carry on every 
possible profitable exchange, and if forced 
into use can only be injurious. Such a forced 
exchange of commodities for the purpose of 
employing the superabundant credit is as 
useless as transporting com for the purpose of 

ment of the district will require the railway to carry off 
its productions. 
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giving surplus railway stock employment. 
Individual jobbers may make profits, but 
such profits can only accrue from losses 
elsewhere, and the total wealth of society 
can no more be increased by a superfluity 
of credit, than the world's supply of com can be 
augmented by an excess of railways. 

History teems with the record of disasters 
faUing upon governments which have disre- 
garded the legitimate limits of credit, by the 
issue of irredeemable paper money. In 
ordinary commercial life, the ruin induced 
by an excess of credit is constantly forcing it- 
self into notice. Panics in the money market 
are so frequent that a notion has arisen ** that 
every ten years or so we must have one of 
them." Yet credit is a branch of econo- 
mics which has almost been ignored. Until 
quite recently scarcely a treatise has existed 
in the English language containing anything 
like an exhaustive exposition of the subject. 
This great mercantile nation has left its com- 
plex system of credit to take care of itself. 
Our universities and public schools have been 
so engaged with the classics that little time 
has been left for scientific studies, essential to 
our industrial and commercial prospCTity. 
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With the establishment of universities in 
our great commercial centres, we may hope 
that a new era has dawned. There is a pros- 
pect that professors of economics who have 
had no practical experience in business, will 
be assisted in the theoretical department 
of their subject by men of business. And, 
indeed, there is plenty of scope for the industry, 
both of theorists and practical men, in the 
important and complex subject of economics. 



CHAPTER VI 

THE INDUSTRIAL COMMUNITY 

Section 27. 

AccoBDiNG to J. S. Mill ^ " the industrial 
community may be considered to be divided 
into landowners, capitalists, and productive 
labourers." In an economic sense, however, all 
three classes may be regarded both as labourers 
and capitalists ; and the remuneration of all 
three classes may be regarded as of the nature 
of wages. We proceed to show that the 
industrial community consists of individuals 
who are necessarily both labourers and capi- 
talists. 

Laveleye ^ defines labour as " man's action 
on nature to the end to satisfy his wants." If 
we accept this wide definition, embracing the 
whole sphere of human activity, it is evident 
that all labour is not rewarded by wages. I 

^ Princvples of PclUkal Economyy vol, i. p. 292. 
* The EkmetUa of Political Economy, p. 33. 



90 THE EVIL OF THE MILLIONAIRE 

have preferred using the term " effort" in this 
wider sense, confining labour to such efforts as 
are put forth in view of securing something in 
exchange. Thus labour is any personal effort 
in acquiring capital, and labourers are any 
individuals who work at accumulating capital, 
i.e. property in use for trade purposes. 

Labourers, in an economic sense, are not 
confined to the lower orders, but include the 
entire business community. Any one engaged 
in buying and selling is, in an economic sense, 
both a labourer and a capitalist for the time 
being. Whoever puts forth personal effort 
in view of receiving for it a service in return — 
in short, with the object of being paid for it, 
is a labourer ; and the very fact of his being 
paid constitutes him a capitaUst, for he will 
have exchanged a proprietary right. Who- 
ever, then, sells a proprietary right, whether 
the property be material, immaterial, or in- 
corporeal, may be regarded both as a labourer 
and a capitalist. Hence the land proprietor, 
and the owner of any kindof property whatever, 
acting in the capacity of a vendor, as well as 
the lessor leasing property, together with 
agriculturaUsts, builders, hodmen, plough- 
men, merchants, judges, clergymen, ballet- 
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dancers, footmen, bankers, and bill-brokers, 
may all be regarded as labourers. They 
all put forth their efforts for pay, and this 
pay is of the nature of wages, notwithstand- 
ing that it is the fashion to give the terms 
purchase-money, rent, interest, profit, salary, 
kpend. or w,^ » ordinarily understoTto 
distinguish the rewards of some kinds of labour 
from that of others. 

Section 28. 

How can purchase-money paid to a vendor 
be said to be of the natiure of wages ? Let 
us revert to the instance of the sale of land, 
which will apply, however, to any other com- 
modity. What does the landowner in the 
capacity of vendor sell to the purchaser ? He 
sells his proprietary right in the actually 
existing products of labour upon the land, such 
B& houses, timber, crops, and improvements, 
together with the right to the future use of 
the land. That is, he receives the purchase- 
money to buy out the accumulated products of 
past labour, including that expended in main- 
taining his proprietaiy right, together with his 
right to the future use of the land* 

Now, we may imagine^ for the Mke of ai^- 



92 THE EVIL OF THE MILLIONAIRE 

ment, that the landowner himself executed 
the whole labour which produced the existing 
products upon the land, and by his personal 
effort maintained his proprietary right. If 
we suppose that in the capacity of an employer, 
as ordinarily understood, he accumulated the 
products upon the land by payment of wages 
to workmen and by purchase of materials, 
the case is not altered. He, or at all events 
some one else, rendered an equivalent service 
for the labour expended upon the land, and 
in the production of the materials. In either 
case the purchase money received for the 
land would be of the nature of wages. It 
would be a payment for labour performed, 
just as ordinary wages are a payment for 
labour performed.^ For labourers expend 
their labour in increasing the value of a com- 
modity, precisely as the landowner's labour, 
under the first supposition, or the produce of 
some one else which he had acquired by pur- 
chase, under the second supposition, would 
have produced the value of the existing 
products upon the land. The labourers, in 

^ Or what is equally to the point, an equivalent pay- 
ment would have to be made elsewhere by the purchaser 
to get the advantage, if he did not get it from the vendor. 
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fact, produce capital, and ihey have a right 
to the result of their labour, or to a certain 
share of it, which they voluntarily agree to 
take in exchange in the form of wages. Be- 
fore the employer can acquire the produce 
of the labourers' work, i.e. the labourers' 
capital, BS I maintain it certainly is, he must 
buy them out by means of wages ; and it is 
not until he has purchased their rights that 
the future use of what the labourers have 
produced is vested in him, free of the lien 
for the labour expended. The purchase money 
buys out the vendor's rights in a similar way. 
The vendor is paid, in fact, for the labour of 
all kinds expended in producing the existing 
effects, including his labour in maintaining 
his proprietary right over them ; and this pay- 
ment is of the nature of wages. 

In the event of the land (or any other capital) 
having been acquired by inheritance, bequest, 
or free gift, the purchase money may equally be 
regarded as of the nature of wages. Whether 
property should be transmitted by inheritance 
and bequest for generations for the use of 
individuals, without society exacting anything 
in return from the person enjoying it, is a 
question which will be discussed in a future 
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chapter. So long as the purchaser obtains 
the legal transfer of the property, it is of no 
moment to him whether the vendor spent 
great, little, or actually no labour in acquiring 
his title. As we have already seen in the 
chapter on Value, when referring to a dia- 
mond ^ accidentally picked up, the value of 
the service performed by the vendor in trans- 
ferring his title does not altogether depend 
upon what it cost him to perform ; it depends 
also upon the purchaser's estimate of the 
service. Irrespective of what the vendor 
may have done, the purchaser is willing to pay 
according to the effort he estimates he would 
have to expend to obtain possession of an 
equivalent advantage elsewhere. No pur- 
chaser will give a high price for a piece of 
land if he can get another piece equally suit- 
able for his requirements at a lower price. 

As the payment of the purchase money at a 
sale may be shown to be of the nature of 
wages, so is it with rent. For the payment of 
rent does not differ in essence from the pay- 
ment of purchase money in an absolute sale. 
In letting, the lessor parts with his proprietary 

* Chapter i. p. 7. 
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right to enjoy and transfer occupancy for a 
given term, instead of for ever, as in the case 
of a sale. The rent is of the nature of wages 
paid to the lessor, and is the payment for a 
service representing labour which he renders 
to the lessee, viz. the guarantee of undisturbed 
possession during the tenancy. 

So far, then, for the landowners, the first of 
the three classes into which the industrial 
community is divided, according to J. S. 
Mill. The remuneration of the landowners^ 
services, I have endeavoured to show, is of the 
nature of wages, whether the remuneration 
is in the form of purchase money,- as in the 
case of an absolute sale, or in that of rent. 
For it is either an actual payment for the 
landowners' own labour ; or for the labour 
of some one else, which is at their disposal ; 
or, at all events, it is for a service rendered 
which would cost labour otherwise to obtain. 
In an economic sense, landowners are both 
labourers and capitaUsts. 

Section 29. 

We now turn to the other two of the three 
divisions into which the industrial community 
is divided, viz. capitalists and productive 
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labourers, to show that the remuneration of 
their services is of the nature of wages. In 
an economic sense capitalists are both capi- 
talists and labourers, and labourers are both 
labourers and capitalists. We will take the 
labourers first, as capital is dependent upon 
the production of labour. 

The wages of the labourers have been dis- 
cussed at considerable length in a previous 
chapter, and need not be further enlarged 
upon here. It was there maintained that 
the labourers produce capital by their labour, 
and exchange the capital so produced by their 
labour for other capital in the form of wages. 
I contend these wages are capital in the hands 
of the workmen, if they are exchanged again, 
which is almost certain to be the case if the 
wages consist of coin. (Section 18, p. 34.) 

Section 30. 

We now come to the capitalist in order to 
show that he also may be regarded as a 
labourer, and that his share, usually classed 
under the term " profits" is in reality of the 
nature of wages. 

The legitimate profits of the capitaUst 
consist of interest for capital, indemnity for 
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risk, and remuneration for the labour and skill 
expended in superintendence. 

Capital is the result of labour, and the inter- 
est of capital, like the rent of land or any other 
rent, is of the nature of wages. It is the pay- 
ment for a service rendered. Capital is an 
instrument of exchange, and we will ask our- 
selves why capital is an advantage if used 
personally by the owner. Is the capital in 
the form of money ? Try and obtain money, 
and what obstacles do you find in your way ? 
Proprietary rights hold all the money in 
existence, and before any proprietor will con- 
sent to transfer his rights, an equivalent 
service in the form of labour of some kind will 
be exacted. Society wiU visit you with 
penalties if you steal ; and if you decline by 
your labour, or its equivalent in the form of 
capital, to acquire the proprietary right to 
some of the existing money, you have the 
alternative of going to the gold diggings, and 
by your labour acquiring gold, which in the 
long run will probably be an infinitely more 
laborious task. The same applies to the 
acquisition of land, machinery, or any form 
of capital, material, immaterial, or incorporeal. 
Apart from bequest, inheritance, and free 
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gift, the proprietary right to any commodity 
must either be obtained by means of exchange 
or by the direct effort of the person acquiring 
it. 

The capitalist starts, then, with the advan- 
tage of the proprietary right to the products of 
past labour, or, as in the case of credit, with 
the existing right to the anticipated product 
of future labour. Thus he has at command an 
accumulation of labour, which he would other- 
wise have to accumulate in units, by means 
of a more or less laborious process of labour 
and expenditure of time. By exchange he is 
capable of transferring this accumulation of 
labour to where it is wanted, so securing to 
himself in exchange the accumulation of 
labour in the commodity he buys, which is 
applicable to the special undertaking he has 
in hand, whether for business purposes or for 
personal gratification. 

Supposing the capital consists of a farm and 
the requisites to work it, including money in 
the bank. The owner, a yeoman, holds the 
proprietary right over the results of the past 
labour pf many men ; and similar results coidd 
only be reproduced by the labour of an equal 
number of men, by the expenditure, possibly, 



THE INDUSTRIAL COMMUNITY 99 

of an equal amount of time. If the owner 
only wanted one man, he could possibly 
himself produce sufficient capital by his 
own labour to exchange with the hired 
workman. He, however, wants to hire 
perhaps thbty men, so that it is clearly im- 
possible for him alone, in an equal amount of 
time, to produce by his own work an equivalent 
to exchange with the labour of thirty persons. 
To enable him to hire the united labour of 
thirty men, he must hold the proprietary 
right over an accumulation of the product of 
past labour ; or what will do equally well, 
if the credit is ultimately discharged, a pro- 
prietary right to an accumulation of the 
product of future labour. By means of his 
capital he is thus able to apply a union of 
labour to production. His capital enables 
him to call in the aid of many men, by giv- 
ing him the capital to exchange in wages for 
the capital the thirty labourers produce. 

Again, supposing the employer desires 
some additional machines to render the labour 
of the thirty men more efficient. He is 
enabled to transfer to himself the accumula- 
tion of labour comprised in the machines for 
the accumulation of labour comprised in his 
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money. Both buyer and seller thus secure 
the acoumulation of labour they severally 
requke, and save themselves the time that 
would be absorbed in constructing and ac- 
quiring the skill for producing — even if it 
were practicable — the money and machinery 
by their own direct effort. 

By applying a union of labour to production, 
the employer is enabled to appropriate to 
himself part of the value produced by his 
workmen. He bargains with his workmen to 
give them in exchange for their work wages 
equivalent in value to, say, 40 per cent, of the 
market value of the total produce. The 
employer, after the payment of taxes and other 
outgoing, including depreciation of all kinds, 
has the balance of the 60 per cent., for rent, 
interest, and profit. The more he can succeed 
in appropriating of the value produced by his 
workmen, the greater his repute for " business 
capacity.'' If the competition for work en- 
ables him to secure workmen at 35 per cent., 
instead of 40 per cent, of the total value of 
the produce, ceteris paribus^ his gains will 
be proportionally increased. It is labour 
that produces the profits, the capital assisting 
only in so far as it promotes the profitable 
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separation of employments by facilitating 
exchange. 

Now, divest the yeoman of his capital, and 
how is his position altered ? Being deprived 
of his capital, in order to obtain something 
in exchange, he must produce something for 
exchange. He still has a right to his labour, 
but proprietary rights leave him nothing 
whereon to apply it, and he therefore has to 
seek an employer. Having now to compete 
in the open market, he will find that he does 
not obtain even the value which his labour 
produces ; much less can he acquire the control 
of a union of labour to apply to production. 
Like other workmen, he will have to take 
for his unit of labour what is left of the value 
of his work after the claims of rent, interest 
and profits have been satisfied. This residue 
the competiton for work among workmen may 
beat down to the bare necessities of existence. 
However rarely gifted a man may be, it is 
scarcely possible for him under any circum- 
stances, except perhaps by some great inven- 
tion, to get immensely rich solely by his 
personal exertions^ unless his gains accrue 
from losses elsewhere. Of course a man may 
make a fortune by a lucky speculation on the 
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Stock Exchange, but then his gains will usually 
accrue from other people's losses. Lawyers 
without clerks, or doctors without assistants, 
could scarcely make immense fortunes, especi- 
ally as their present clerks and assistants 
would be free to compete with them. 

If used, then, by the owner himseM in 
business, the advantage of capital is that it 
gives him the wages of superintendence for 
his labour, and the power of appropriating a 
greater or less share of the value of his work- 
men's labour. If he can appropriate a little 
of the value from the produce of each workman, 
and he has a number employed, he is thus able 
to secure, in the aggregate, property of far 
greater value than he could possibly produce 
by his individual labour however applied. 
Consequently, capital is a very useful instru- 
ment, and the loan of it fetches a price. If 
the owner does not care to engage in business, 
there are plenty to compete for the use of the 
capital, and to pay a rent or interest out of 
part of the profits they expect to make from 
its use. 

If the owner loans his capital, the interest,^ 

^ " Formerly the right to the interest of money lent 
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like rent, may be regarded as his wages paid 
by the borrower for the servicer of securing 
him undisturbed possession of the capital 
during the term of the loan. The amount, 
or rate of interest, is decided by what a 
borrower would have to expend to gain a 
similar advantage ; for value does not always 
depend upon cost of production. 

If the owner trades with his own capital, he 
will expect more wages as the profits of his 
enterprise than if he were trading with 
borrowed capital. He will expect as much 
more as a solvent person would be willing to 
pay for the loan of the capital. But it makes 
no difference whether in this case we regard 
the net profits as made up of this interest, 
with the wages of superintendence and in- 
demnity of risk added, for all are really re- 
muneration of the nature of wages. They are 
payments for labour performed in acquiring 
and maintaining the proprietary right to the 
capital (i.e. interest) ; or for the employer's 
labour in successful supervision, either in 
increasing the productiveness of the enterprise 
by his administrative ability, or in success- 
was also called rent." — The Elements of Economics, 
Macleod, vol. i. p. 149. 
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fully appropriating part of the value produced 
by his workmen. So, in commerce, the pro- 
fits are equally of the nature of wages. The in- 
terest is a payment for labour as in the former 
case. The wages of superintendence and in- 
demnity for risk are for the merchant's labour 
in transacting either " profitable exchange " 
from the social point of view, in which case 
they are legitimate and for the social weal ; 
or for successfuUy appropriating from else- 
where what has already been appropriated as 
profits, in which case the profits accrue from 
losses elsewhere. 

There is, of course, a perfectly legitimate 
wage of superintendence as the actual pro- 
duction of the employer's labour. ^ By applying 

^ The following is taken from the Spectator, February 

4, 1888 : " Dr. , one of the paid Managers of a 

very large college, to all external appearance, was an 
absolute slave to idleness. He never did anything that 
onlookers could see, except lie on a sofa, glance over 
rather than read piles of literature, taking up novels by 
preference, and occasionally chat with a colleague or a 
student. An Inspecting Committee, who observed this, 
determined to visit him with censure, but wished for 
official evidence to ground the censure on, and accord- 
ingly summoned a particular hard-working and energetic 
colleague of the doctor's before them. ' What does Dr. 
— — ever do, except lie on the sofa and skim novels ? ' 
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a union of labour to production the labour is 
far more efficient, and the aggregate result 
much larger than if the labour was applied 
separately by an equal number of men. When 
numbers co-operate in any work, administra- 
tion becomes imperatively necessary to the 
success of the enterprise. The employer 
acts as the director of his workmen, and he is 
as much entitled to a wage in the shape of 
profits as any of his workmen are to their 
wages, for he actually produces capital which 
he exchanges for his wages (profits). More- 
over, the wages of administration will always 
necessarily be higher than the wages of the 
mere application of common labour. In 
addition to this, under existing industrial 
arrangements, the employer undertakes the 

asked the Chairman. 'Nothing,' meekly replied the 
hard- worker ; ' nothing that I am aware of, except eat, 
and make the coUege succeed,^ It was perfectly true ; 
Dr. could not ' work,' in the ordinary sense, with- 
out a sense of fatigue and irritation, which paralysed his 
great powers ; but if you would leave him to his reflec- 
tions and his ease, he could both govern and guide ; 
and he did. To make him work, even at teaching, which 
was his ostensible business, would have been to throw 
away power worth, even in cash results, at least ten 
times what his labour would have saved." 
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whole risk of the enterprise, and therefore is 
entitled to additional remuneration for his 
risk. It is not to be denied, however, that 
the employer has a vast power of appropriating 
what should fairly go to the workmen, which 
it would be well, if possible, to regulate more 
effectually than has in some measure been 
done by the action of trade unions. Not 
only does the employer secure the full wages 
of his services, but he is too often enabled 
to appropriate to himself an undue share of 
the value produced by his workmen. He 
benefits, in fact, from monopoly, which places 
him in a position to take advantage of the 
competition for work among workmen. 

To sum up this part of our argument : 
although the great bulk of a rich individual 
property would be useless to him apart from 
exchange, its possession affords great advan- 
tage when applied as capital in the market It 
enables the owner, by means of exchange, to 
transfer to himself a union of labour in the 
particular form he .desires it, which he can 
apply either for business purposes or for 
personal gratification. In this way he secures 
commodities which would altogether be out of 
his reach if he had to depend upon his own 
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effort for their production. As a capitalist, 
he goes into the market with the proprietary 
right to the accumulated products of labour, 
and what he buys may be regarded as his 
wages of labour performed in the commodity 
he sells, whether money or any other. 

Thus capital is a useful tool of exchange, 
which necessitates both time and labour to 
acquire. Consequently, such a useful tool 
commands a price for its loan, which is 
interest. Interest,^ like rent, is a payment 
for the transfer of certain capital for a term ; 
and both interest and rent may be regarded 
as the lender's wages paid by the borrower, 
for the service of securing him undisturbed 
possession of the capital during the term of 
the loan. The other elements of profits, viz. 
" wages of superintendence and indemnity for 
risk,'' are still more plainly a remuneration 
for labour. The wages of superintendence, 
as the name imports, is remuneration for the 
employer's labour, and what is secured as 
indemnity for risk is the reward of skill and 
watchfulness, which have avoided danger, 
and might be included in the wages of super- 

^ " The rent of land does not differ essentially in its 
nature from the rent of buildings in cities, or from the 
interest of money." — Political Eeanamy^ p. 288, Perry. 
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intendence. Thus the whole elements of 
profits — " interest," " wages of superinten- 
dence/' and " indemnity for risk " — may be 
regarded as of the nature of wages ; and the 
division of profits under these three heads is 
merely artificial. Profits, in reality, are of 
the nature of wages. They depend upon the 
success of the employer's labour in earning the 
wages of superintendence, which includes 
gaining an advantage in exchange over his 
workmen, or in the case of commerce in the 
traffic of the market. 

Section 31. 

Having now treated in detail the three 
classes into which J. S. Mill divided the 
industrial commimity, viz : landowners, capi- 
talists, and productive labourers, I have en- 
deavourd to show that the three classes are 
really in a strict economical sense both 
labourers and capitalists. I contend, in short, 
the industrial community consist of labourers 
who produce capital by their labour. This 
capital is distributed under various terms, aU 
of which are of the nature of wages, viz : 
purchase-money, together with rent, interest, 
profits, and wages ordinarily so called. 
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Bearing in mind that purchase-money, rent, 
interest, profits, and wages ordinarily so 
caUed, are all of the nature of wages, I shall 
still continue to use these terms, for it would 
be impracticable to banish them. I shall, 
however, sometimes speak- of the whole, or 
any of the above, as distributions. By dis- 
tributions, then, I shall mean property accru- 
ing to an individual or class in some one, any, 
or all the forms of purchase-money, rent, 
interest, profits and wages. Sometimes I 
shall mean by the term distributions the total 
productions of society of which piuxhase- 
money, rent, etc., are distributions. 

As I contend every labourer in the industrial 
community is a capitalist, it will be necessary 
for me to invent a term to occupy the place 
of the term " Capitalist" as ordinarily under- 
stood. Sometimes " Employer " will meet the 
needs of the case and be the least c 
But financial agents, such as ban] 
can scarcely be called employers, 
well that term may apply to a^ci 
and manufacturers. When, there: 
term " Employer " does not meet th< 
the ease, I shall use the word distribi 
generic term for capitalists of aU 
generally understood. 



CHAPTER VII 

THE IMPEDIMENT TO PRODUCTION 

Section 32. 

Although all capital originates from labour, 
the production of capital is dependent not 
only upon creative and manufacturing labour, 
but also upon the labour of traffic to ensure 
the efficient circulation of capital. As every 
producer, whether creative, manufacturing, or 
commercial, is mainly producing what others 
want, and not what he wants for himself, 
congestions of capital readily develop which 
paralyse labour, unless moved ofE by the cir- 
culation of other capital. It is useless for the 
producer to go on accumulating what he does 
not want, if he cannot sell. Such a course 
would bring about over-production as far as 
he is concerned. It is therefore very plain 
how easily over-production may arise among 
individual producers. But over-production 
of this kind does not proceed from too much 
being produced to meet the requirements of 
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society ; it arises from a stoppage in the 
ciroxilation of distribution. 

The notion of over-production from the 
aggregate social point of view is an absurd 
popular fallacy. A newspaper can scarcely 
be read without meeting with this over-pro- 
duction fallacy. Farmers are gloomy at the 
depression of their industry. Manufacturers 
are at their wits' end to know where to dispose 
of the vast produce constantly flowing from 
their factories. Merchants are ever lament- 
ing the stagnation of trade. Competition is 
daily increasing, and a serious panic has 
seized the public, impressing on it more 
deeply than ever the creed of trade, "every 
one for himself and the devil take the hind- 
most." It is not perceived that the class 
legislation of the few upper thousands is 
paralysing the energy of the millions, 
which otherwise might produce sufficient 
to afford plenty for all. At one time 
the cry is over-production : more is pro- 
duced than is wanted. At another, emigra 
to avoid the effects of the Malthusian lai) 
for sufficient cannot bo produced to supp 
the needs of the population. 

I do not deny that more goods are pr 
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duced, and may very easily be produced 
under existing arrangments, than, will seU. 
What I afl&rm is that very few, if any, are 
produced in excess of what are wanted. It is 
not that the millions do not want the goods ; 
but that they lack the means to buy. Had 
the millions capital to buy, there would be no 
congestions of capital on the manufacturer's 
hands. On the contrary the capital would 
sell as fast as it could be produced, immensely 
increasing trade. 

The notion that more commodities are 
produced than are wanted may easily be 
proved to be absurd by a very simple experi- 
ment. Advertise that the commodities 
glutting the market are to be given away, 
and results will prove whether the supply is 
too great to meet the requirements of the 
applicants. There is no such thing as over- 
production from the aggregate social point 
of view. 

We now turn to statistics to show that the 
social welfare demands a greater production 
of wealth, and this increased production is 
largely dependent upon a more equal dis- 
tribution of property. Statistics prove that 
the aggregate supply of wealth is not sufficient 



THE IMPEDIMENT TO PRODUCTION 113 

to meet the requirements of comfort for all 
classes. During the last century there has 
been a progressive increase of wealth in the 
United Kingdom. In 1800 ^ the income of 
the United Kingdom was estimated at £230 
millions, or £26 per inhabitant : in 1889 at 
£1,285 millions, or £33.6 per inhabitant : in 
1895 at £1,421 millions, or £38 per inhabitant. 
In 1904 the income of the United Kingdom 
was estimated at £1,710 millions,* or £40 per 
inhabitant. Taking the figures of 1904 and 
allowing five individuals to a family, and 
supposing an equal distribution had been 
made, this would have afforded an income 
of about £200 to each household. No such 
standard of comfort reaches our ideal future 
standard. We might be content with such 
an income as the minimum of a family. 
But it is evident that there must be an 
enormous increase in the aggregate production 
of wealth to secure such a minimum of pr 
perty to each family, unless the larger incom 
are decreased as a direct means of augmenti] 
the smaller ones, which is not entertained. 

' Mulhall's Dictionary of Statiatics : " Incomi 
pp. 320, 747. 

* RitiAe* and Poverty, Chiozza Money, p. 28. 
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As there is a keen desire for wealth among 
all classes, the question arises why a greater 
production is not forthcoming. 

In the past, the explanation was supposed 
to lie in ** the niggardliness of nature." 
The Malthusian creed, generally accepted in 
England, expressed the requirements of its 
believers rather than actual facts. It was 
convenient for the affluent to find an excuse 
for not grappUng the disagreeable problem 
of poverty, and the Malthusian creed an- 
swered the purpose admirably. But this 
creed has not come out unscathed under 
modem criticism. Investigation shows it is 
irreconcilable with facts. Arithmetic proves 
that the earth neither is nor can be, at any 
known rate of increase, over-populated for 
generations to come . The wholaworld is man' s 
inheritance, and not a limited imaginary 
area, which it is necessary to assume to render 
Malthus's argument valid. Statistics ^ show 
that, until actual pressure of numbers has 
arrived, the greater the population, the 
greater the possible productive capacity of 
the community per head. Take two bodies of 

^ Capital and Wages, chap. i. Minton. 
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men, one consisting of ten thousand and the 
other of one hundred thousand. Assuming 
they are equally intelligent, and have other 
things equal, such as soil, climate, etc., the 
smaller cannot compete with the larger either 
in agriculture or anything else. The larger 
body can produce more per head than the 
smaller body. Statistics appear to afford over- 
whelming evidence of this, and the common 
experience of daily life seems to confirm statis- 
tics. The handicrafts have been absorbed 
into the factories, the small retail shops are 
fast dying out ; larger and larger associations 
are the order of the day, developing ** Trade 
Unions" and ** Trusts." Nor is the scare 
of the over-population of the world worth 
! much consideration. Society will probably 
I be in a more judicial frame of mind after the 

^ ; publication of the next census or two has 
f I made further pretence too shallow to be worth 
1 continuing. It will then, no doubt, be 

9 realized and acknowledged that population 

B will in the future be regulated by man's 

i . intelligence. 

Section 33. 
It is submitted that the present unequal 
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distribution of property is the great impedi- 
ment to an increased annual production of 
wealth. 

Mr. L. G. Chiozza Money ^ has reckoned 
the income of the United Kingdom for the 
year 1903-4 from the Income Tax returns 
of that year. Taking the population of the 
United Kingdom at 43 millions, he reckons 
the value of the total income from goods and 
services for the year 1903-4 at £1,710 mil- 
lions. This gives an average income per 
head of about £40. Thus, as we have already 
pointed out, if the income of the nation 
were equally distributed among its inhabi- 
tants, a family of five persons would enjoy 
an income of about £200. 

The distribution of the National income in 
1904 as worked out by Mr. Money is as 
follows : — 

5 million persons obtain . £830 millions. 
38 million persons obtain . £880 „ 

Total Income . . £1,710 millions. 



The above is sub-divided thus : 



^ Etches and Poverty, p. 29. 
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1,250,000 persons obtain £585 millions 
3,750,000 „ „ £245 „ 

£830 millions. 

38,000,000 persons— 
(a) Persons earning 
small salaries, petty 
tradesmen, etc. . £225 millions 
(6) The wage earn- 
ing classes . . £655 „ 



£880 „ 



£1,710 millions. 



The few taking so large a share of the annual 
produce leaves the 38 millions poor. Mr. 
Booth reckons that 30 per cent, of the entire 
population of London is living in poverty, 
and Mr. Rowntree ^ 27 per cent, in York. 

The above figures represent the money value 
of the total produce of goods and services for 
the year 1903-4. Thus according to the 
above statistics, nearly one-half of the entire 
income of the United Kingdom is appropriated 
by one-ninth ^ of its population ; and more 
than one-third of the entire income of the 
United Kingdom is appropriated by less than 

1 PaoeHy : A Study of Tovm Life, p. 299, B. S. 
Rowntree. ^ Approximately. 



11, 
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one-thirtieth of the people. Glutted markets 
are the necessary consequence of this unequal 
distribution, and the great impediment to 
further production. 

Capital is property in use for trade purposes, 
and any property not used as capital for the 
time being may be regarded as capital in 
reserve, as the will of the owner may at any 
moment use it as capital. 

Now we have seen that the mechanism of 
exchange consists of capital of all kinds. 
Property or rights in commodities comprises 
the following : — 

1. Goods and services. 

2. The instruments of sale — 

(a) CJoin money — gold, silver, copper. 
(6) Paper currency, i.e. promissory notes 
and bills of exchange in aU their 
varieties, 
(c) Debts of all sorts, such as credit in 
bankers' books, called deposits, book 
debts of traders, and private in- 
dividuals. 
The instruments of sale — money and its 
substitutes are mere tools of exchange. They 
may be regarded as counters to facilitate the 
exchange of goods and services by compound 
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barter. Practically buying and selling is 
barter, and money and its substitutes may be 
left out of consideration while we observe the 
result of the distribution of the annual produce 
of goods and services by direct barter. 

First to confine ourselves to thehome market. 
The total produce of goods and services for 
the year in the source of rent, interest, profits, 
and wages, for that year. 

The 38 millions of the population, according 
to the above statistics, take about half the 
value of the year's product of goods and services 
as wages. These they consume in providing 
themselves with their present standard of 
comfort. Anything beyond they are unable 
to obtain, because they have nothing to give 
in exchange which will be accepted in the 
market. Hence, as far as they are concerned, 
further exchange is blocked in the market. 

But why do not employers become more 
active in production ? Because the markets 
are already congested with their products. 
One-ninth of the population, comprising the 
classes securing rent, interest, and profits, 
obtain in the distribution of the annual pro- 
duce nearly one-half of the value of that^ 
produce. This supply, yearly increasing with 
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improved inventions as statistics clearly prove^ 
afford them more than they can consume. 
Hence there is a scramble for a market, and 
after all exchanges have taken place among 
this, ninth of the population, there is a large 
surplus which is not required by this section 
of the population. And, as we have seen, the 
remaining 38 millions are unable to take the 
surplus, for they have no capital to exchange, 
their capital having been exhausted in procur- 
ing bare necessaries. 

Hence this congestion of the market regu- 
lates the productive power of labour. If it 
were not for the foreign markets, after the 
38 millions were supplied with such things as 
their wages could purchase, production would 
be regulated by the demand of the classes in 
receipt of rent, interest, and profit. Thus, 
for instance, after the poverty-stricken de- 
mands of the 38 millions for cotton goods 
had been supplied, further production of 
cotton goods must be regulated by the re- 
quirements of the remaining ninth of the 
population ; for if more were produced than 
the demand of the ninth required, the goods 
would block the market, although tens of 
thousands of the poor were clothed in rags, 
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and the homes of the proletariat generally 
were miserably deficiently supplied with 
cotton goods. Assuming, then, that commerce 
were confined to the home market, the result 
of the unequal distribution of the annual pro- 
duce would be that it would limit the produc- 
tive power of the community, not to the wants 
of the community and the productive capacity 
of the community ; but to the demand of the 
market, artificially blocked by the unequal 
distribution of the produce.' 
A diagram may assist the reader. 



1 According to Mulball's Dictionary of Siatiatica, p. 169, 
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But it is not only numbers of the proletariat 
who cannot get employment, and so exert 
themselves in production. This is only one 
side of the evil . A great residuum of the service 
of the educated is becoming as imsaleable as 
the residuum of unskilled labour. There 
are probably quite as many governesses seek- 
ing employment b& there are needlewomen 
seeking plain sewing. Paterfamilias knows 
the di£G[culty in securing his sons a post. He 
is wondering why there is no greater demand 
for this youthful and intelligent energy. 
There is scarcely an agriculturist, a manu- 
facturer, or a merchant, who could not produce 

the total value of the products of cotton goods in the 
United Kingdom in 1887 was £101,400,000. Of this 
total, £70,960,000 was exported and £30,440,000 sent 
to the home market. The author has no statistics what 
proportion of the £30,440,000 was consumed by the 
poverty and rich classes. We shall probably not be far 
wrong if we say each class took one half. The poverty 
class consumed as much as they could buy, the rich class 
as much as they wanted, and the surplus of £70,960,000 
went to foreign markets. In 1895 the exports and home 
consumption of cotton goods were 

Exports .... £64,500,000 
Home use . . . . £37,600,000 



Total output £92,100,000 
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more, if there was a chance of disposing of 
the produce. If more were produced there 
would be more to distribute, and it is prima 
facie absurd to maintain that the services 
of the educated are not factors of primary 
importance to efl&cient production. Yet why 
is the demand for their services so astonishingly 
short of the supply ? The evidence appears 
conclusive that the existing poverty of society 
does not exist from any want of productive 
vitality ; but it arises from congestions in the 
circulatory system, induced by the unequal 
distribution of property. 

Section 34. 

But it may be asked how would a juster 
distribution of property effect an increased 
production, for it is the increase of production 
that is of importance. A juster distribution 
of property would give an impetus all round 
to the productive power of the community. 
The so-called over-production now stagnates 
trade. There are tens of thousands out of 
employment, and perhaps as many not working 
full time, to say nothing of the increased 
eflficiency of labour which might enormously 
increase production, if the whole body of 
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workmen took an interest in their work and 
exerted themselves to their full capacity. If 
this additional and increased eflGioient labour 
could be applied, a great increase of property 
might be forthcoming, which in that case 
would be available as capital to remove the 
existing block upon the markets, provided 
always that the property was fairly distributed. 
Both workmen and employers would thus have 
increased scope for their energies. 

Section 35. 

The pinch of competition was not so much 
felt while England had few rivals in supplying 
foreign markets. But during the last few 
years foreigners have been producing their 
own goods, and the unequal distribution of 
property is producing similar effects among all 
nations. America, Japan, and Ciontinental 
nations are all producing more capital than, 
imder the existing system of distribution of 
property, can be used in the home markets, 
and there is a general scramble for foreign 
markets. Armies and navies are constantly 
being increased to protect the commerce of 
conflicting interests. Production is every- 
where, under modem inventions, capable of 
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being increased, and yet the poverty among 
large sections of all nations is appalling. With 
all nations producing and blocking their home 
mietrkets by the imequal distribution of pro- 
perty, the foreign markets may shortly be 
expected to get as congested as is already the 
ease with the home markets. 

What may be expected when the foreign 
markets are congested with product, as they 
have every appearance of being in the near 
future ? Interest must fall, and the pressure of 
poverty will begin to press upon the educated 
claBses, as it now does upon the working classes . 
Destructive wars may for a time keep up the 
rate of interest, as we have seen it lately do 
as the result of the Boer war, followed by 
the war of Russia with Japan, and the 
enormous destruction of property by the 
earthquake at San Francisco. But it is 
notorious that the destructive effects of war 
are quickly restored by the productive energy 
of a nation, and wars cannot go on for ever. 
The educated classes, therefore, may be ex- 
pected to feel the pinch of privation. Yoimg 
men will ask themselves whether £2 or £3 a 
week is a measure of their productive capacity. 
They will consider the reason why marriage 
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must be delayed until middle life, unless 
they are to be satisfied with the pittance 
competition compels them to accept for 
their services. The trade unions, already 
formidable in thek organizations, may be 
expected to receive reinforcements from the 
discontented educated classes, and will so 
gain educated leaders. Instead of the trade 
unions confining themselves to raising the 
wages of particular sections of workmen, 
they will form a combined organization with 
political aims to mend or end 'the existing 
order of things. The time seems to be near 
when, if a nation does not adapt itself to the 
changing environment of modem civilization, 
the iron laws of evolution will drive it into 
conformity or extermination. The fittest 
will survive. 

Section 36. 

It is now trite that the laws of evolution 
govern societies. These laws will enforce 
themselves, and cannot be ignored with im- 
punity. For a chick to be too long confined 
in the shell of the egg would be fatal to its 
life ; but it is no less true that to set it pre- 
maturely free would entail equally disastrous 
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consequences. When the fulness of time has 
come the chick will free itself from the encum- 
brance of the egg-shell, or it will perish. It 
will then, and not till then, be capable of 
freedom, and be competent to seek its food 
from the outside world. So it appears cruel 
despotisms have been necessary in the infancy 
of the race, as a curb to the anarchy which 
would otherwise have broken from its bonds. 
Yet in the fulness of time despotisms become 
impossible, not because there are no individ- 
uals desiring to be despots, but because the 
forces of society prevent such an exercise of 
power. Religions, true and false — ^for they 
cannot all have been true — seem to have been 
an auxiliary force to despotism to curb the 
unruly nature of humanity. Nevertheless, 
reUgions are outgrown, and when they are no 
longer capable of being modified to keep pace 
with the inteUectual and moral growth of 
the community, they lose their influence and 
become obsolete. In the early history of all 
communities the institution of slavery may 
be traced, which seems to show its discipline 
was called for to enforce the labour so necessary 
to welfare but repugnant to inclination. But 
when slavery had accomplished its work it 
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was abolished, and became impossible in an 
advanced civilization. 

like laws may be observed, governing the 
production of wealth and the distribution 
of property. tThe very conception of what 
constitutes wealth differs in the evolution of 
civilization. The rudely chipped arrow-heads 
and implements of paleolithic man were 
wealth of supreme importance in the remote 
past : to-day they are only so from an anti- 
quarian point of view. Nor is it otherwise 
with the distribution of property. The history 
of Roman law, Salic law, Brehon law. Code 
Napoleon, and English law, proves how the 
distribution of property has varied among 
different people and varying states of civiliza- 
tion. To confine ourselves to recent times. 
The Code Napoleon, applying now to no in- 
significant part of Europe, has limited the 
right of inheritance and curtailed the power 
of bequest. By English law, not only has 
the power of entail been limited, but death 
duties have been brought into action. A 
more direct attack upon the rights of property 
has been the institution of the graduated 
income tax, whereby the income of property 
owners has been taxed to contribute to the 
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necessities of the state. The graduation, 
however, has hitherto only gone so far as 
incomes of £700, incomes up to £160 being 
entirely exempted. 

It is not denied that the existing right imder 
English law, which permits an individual to 
amass a colossal fortime and to bequeath it 
as a charge on future production, may have 
been an advantage to society in the past. 
Possibly the right has been of use and even a 
necTOsity of the past. It does not, however, 
follow that the time is not approaching when 
a modification will be required, and if imduly 
delayed wiU be enforced by the laws of evolu- 
tion. 

It is not Ukely, however, that the forces 
brought into action, inducing a more equal 
distribution of property, will be that of mere 
argument . As in the great reforms of the past , 
the necessities of society will enforce a juster 
distribution of property when the fulness of 
time has come. Cannibalism died of neces- 
sity. It was not because a community lost 
its appetite for human flesh that cannibalism 
was abolished, but because the indulgence of 
the appetite brought about the extinction of 
the community. In the early development of 
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society a chronic state of warfare existed. A 
community which enslaved its prisoners in- 
stead of eatmg them, and could so benefit by 
the labour of the captive, grew in strength by 
that method. In the struggle for existence it 
was the strong that prevailed. The anti-can* 
nibals constantly increased in strength, while 
the cannibals at best remained stationary. 
In the course of time such a result was boimd 
to give the stronger dominion over the weaker. 
The cannibals were either exterminated or 
incorporated as slaves into the more power- 
ful communities. When cannibalism was 
proved to be a source of weakness, and was 
realized as such, the moral sense grew which 
caused it to be regarded with horror and dis- 
gust. So economic conditions brought about 
the extinction of slavery. It was not the love 
of man for his fellow-man that caused slavery 
to die out. It was the fact that free labour 
hopelessly beat slave labour out of the market. 
In our own time we have seen how free educa- 
tion was forced upon unwilling politicians 
in England. Free education came with a rush, 
but not until it was realized that the better 
educated foreigners were beating us in the 
competition of the world's markets. 
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It is not likely that any amount of talk will 
avail to do away with the' grinding poverty 
of some 30 per cent, of our population, and 
the evils bred in the slums of our cities and 
towns, where a healthy life is impossible. 
Vested interests will be deaf to all argument, 
imtil the so called " over production " in both 
home and foreign markets threatens paralysis 
of trade and so enforces reform. The in- 
justice, and suicidal policy, of the existing 
method of the distribution of property has 
been pointed out for years past without much 
apparent result. The weakest must go to the 
wall . The strength of a nation does not depend 
so much upon a numerous army and power- 
ful navy, ai^ upon a robust, healthy, intelligent 
and moral people. The signs of the time 
appear to foreshadow that congested markets 
will urge on the force of the future, com- 
pelling a more equal distribution of property. 
It is congested markets, and not productive 
power, which causes the abject poverty of our 
time. It is the unequal distribution of pro- 
perty which is the great impediment to pro- 
duction. 



'' CHAPTER VIII ^ '^ 

RICH PARASITES 

Section 37. 

No one is likely to be altogether free from 
bias where his own interests are concerned. 
Hitherto writers upon economics have be- 
longed to the affluent classes. They have 
deified capital, and magnified the services 
of the classes receiving rent, interest and 
profits. The intervention of money has ob- 
scured the facts of the case, so that the affluent 
have been able to glorify their services to 
society, without the fallacy of their arguments 
being suspected by themselves or detected 
by others. 

Does the property of the very rich classes, 
receiving rent, interest and profits, neces- 
sarily benefit society ? As they do not spend 
all their property upon personal gratification, 
they are supposed to benefit society by de- 
voting the surplus to production by means 
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of their investments, bankers, etc. Let us 
see whether this is the case. 

I. Rent. Where do the rents come from 
which the landlords enjoy ? From the annual 
produce of the land resulting from labour. 
Now, we have seen in the chapter headed 
" The Mechanism of Exchange " that the 
instruments of sale — coin money and credit — 
are mere tools of exchange. We may, there- 
fore, imagine the rent paid in kind, as was the 
case in mediaeval England, and is even now 
done largely on the Continent. Although 
the landlord in England usually receives his 
rent in money, the tenant has to sell the 
produce of the land to obtain the money ; 
so that, if the rent were paid in kind, it would 
only transfer the sale of the produce from the 
tenant to the landlord. In the event of the 
landlord being paid in kind, what can he do 
with the mass of produce brought to him as 
rent. Neither he nor his household can 
consume more than an insignificant fraction 
of the whole, and the remainder is only useful 
to him as a means of exchange, i.e. capital. 

Now this capital accruiag from uncon-^ 
sumed rent may be used in two ways. It may 
be used (a) to exchange for commodities for 



1^4 THE EVIL OF THE MILLIONAIRE 

personal gratification ; or (6) it may be used 
to invest for the sake of obtaining further 
rent or interest. 

A. If the unconsumed rent is exchanged 
for commodities for the personal gratification 
of the landlord and his belongings, it is true 
it may remove congestions of commodities 
from the market in the form of goods which 
he purchases ; and it may provide a livelihood 
for a great number of dependents, their 
services being taken in exchange. This, how- 
ever, is no more than the commodities, 
accruing from the unconsumed rent, under 
any circumstances would perform, except they 
might possibly circulate commodities pro- 
duced by labour of a more useful kind than 
excessive luxuries and the services of flunkies. 
Thus, if the wages of the workers by whose 
toil the produce is raised were higher and the 
rent lower, commodities would be equally 
applicable for exchange . The difference would 
be that, instead of the landlord having the 
additional rent, the workmen would have the 
additional wages; and instead of the com- 
modities being in the hands of an individual 
to distribute, they would be distributed among 
many to exchange. Thus, if the landlord's 
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commodities, accruing from the imconsumed 
rent, are applicable to remove congestions 
from the market, including flunkies' services, 
the workmen's commodities, accruing from 
unconsumed wages, are applicable to remove 
congestions from the market, consisting of 
clothing or anything else. How, in such a 
case, is society necessarily benefited by the 
landlord appropriating the rent of a vast 
estate ? 

B. Supposing the unconsumed rent, instead 
of being exchanged for commodities for the 
personal gratification of liie landlord, is 
invested in more land. Such an investment 
only tends to increase the existing land 
monopoly. By shutting out the labourers 
from the land, the great resource of unskilled 
labour, the labourers are forced into the 
labour market, the only remaining resource 
for employment, where their wages are driven 
down by competition for work. The result 
is that perishable articles are exchanged to 
secure a charge on future production. 

Assuming the unconsumed rent is not 
invest'ed in land, but in something else for 
the purpose of obtaining an income, it then 
only performs the fimction of exchange. It, 
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in fact, purchases commodities from the 
market by the readjustment of proprietary 
rights to the commodities reciprocally ex- 
changed, and the interest secured is a charge 
on future production. Thus the proprietary 
right to twenty-five pigs, received as part of 
the rent, may be exchanged for the propriet- 
ary right to tha means of securing the labour 
of one man for three weeks per annum for 
ever. In practice this may be secured by 
exchanging the pigs for the proprietary 
right to the annual interest of £100 Stock 
Consols. In this way future generations may 
be saddled with a charge to support idle 
legatees who render no service to society. 

But these commodities would perform any, 
or either, of these functions whether they fell 
to the property of the landowner as rent or 
not. They would perform similar functions 
if they fell to the tenant as profits, or to 
the labourer's share as extra wages. The 
beneficent influence of landowners, if they are 
simply of the idle class ^ is mere illusion. The 
annual produce is, and must be, consumed 
in a few months. Even if cereals are 
capable of preservation for years, in practice 
they never are so preserved. The cost of 
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their preservation would involve ruinous loss, 
and no appreciable quantity exists over a 
year or two. Even buildings^, if unused, 
involve serious loss. So that the production 
of commodities begets demand in whatever 
hands the commodities faU. The proprietary 
right to more of a particular commodity than 
an individual and his belongings can use 
is of no personal use either to the agricultural- 
ist, the manufacturer, the merchant, or the 
workman. Its sole use is to exchange for 
some other commodity with producers who 
likewise have more than they can consume 
or use of their special commodity. The 
landowners can only determine what direc- 
tion the proprietary right to the produce, in 
the form of rent, shaU take. If it is used for 
exchange at all, it will remove congestions of 
commodities awaiting exchange from some- 
where ; and this the produce devoted to rent 
will do in whatever hands it falls, whether to the 
landowner as rent, the farmer as extra profits, 
or to the labourers as extra wages. The 
ordinary profits and wages supply the farmer 
and labourers with food, so that these extra 
profits and extra wages would be used as 
purchasing power. 
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II. Interest. The same argument applies 
to interest, for interest and rent are similar 
in nature.^ Interest, like rent, is a payment 
for the transfer of certain capital for a term. 
Let US see how this is so. Bent and pm*chase 
money are very nearly aUied. In letting, 
the lessor parts with his proprietary right to 
enjoy and transfer occupancy for a given term, 
instead of absolutely for ever, as in the case 
of a sale. In like manner with interest : 
the lender parts with his right to demand the 
repayment of the money for a given term, 
instead of absolutely for ever as in the case 
of a sale. The interest, like the rent, is a 
payment for the use of the capital for the 
term agreed. The land will not breed rent, 
nor money interest. Both rent and interest 
are the fruit of labour. Interest is ultimately 
paid in kind, although the intervention of 
money obscures the fact.- 

III. Profits. We have now to show that 
the same results apply to profits. A farmer's 
profits consist of produce ; an increased value 
of commodities has been produced by labour. 
A salt proprietor's profits consist of salt ; 

1 Chapter " Capital." 
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brine has been pumped from the earth, and 
by evaporation salt has been produced. 
A colliery proprietor's profits consist of coal 
and ironstone. A cotton-spinner's profits 
consist of spun cotton. A builder's profits 
consist of buildings. Neither farmer, salt 
proprietor, cotton-spinner, nor builder, re- 
quire their productions for their own use. 
They must be exchanged, and a speedy 
exchange is imperative for the success of the 
business. The farm produce will speedily 
rot, the salt deteriorate, the coal, ironstone 
and spim cotton will not improve with 
keeping, and will involve ruinous loss to 
store for any long period, while bankruptcy 
will soon overtake the builder if his buildings 
neither let nor sell. With the exception of a 
possible insignificant fraction consumed by 
the producers, the profits must go to the 
market, where they perform the fimctions of 
exchange, as in the case of unconsumed rent 
and interest — and, indeed, unconsumed wages 
also, assuming them paid in kind. 

Section 38. 

The argument, therefore, that the rich 
do not spend all their property upon their 
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personal gratification, but devote the great 
bulk of it to productive purposes, through the 
agency of their bankers, etc., and so benefit 
society, is based upon a misconception. If 
they did not so devote it to commercial 
production, some one else would, imless we 
suppose it would be allowed to rot, which 
it would speedily do if not used. In whatever 
hands the property fell, as a matter of neces- 
sity it would in the ordinary course flow into 
the market, for anything beyond a very limited 
quantity would be superfluous to its possessor^ 
except as a means of exchange. 

The landowners, and property class gener- 
ally, talk as if they necessarily benefited indus- 
try by some mysterious power inherent in 
their capital. In reahty they do not even 
maintain industry, unless they contribute to 
industry in some way, whether by physical, 
mental, or moral force. If the landowners 
by their own exertions earned the proprietary 
rights they enjoy, the case would be different. 
To accomplish this they would have to pro- 
duce value of some kind, so as to possess a 
proprietary right to exchange. Inheritance 
and bequest, however, too often place in their 
hands a right they have never earned, carrying 
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with it a power of levying blackmail upon the 
annual produce. 

Let it be taken for granted that a man's 
forefathers accumulated by their industry 
the proprietary right to the vast tract of 
territory he inherits. This is a very favour- 
able case, for we know that the bulk of the 
land came into the possession of its former 
owners by no such means. In mediaeval 
times all industry was regarded with con- 
tempt. War was considered the only occu- 
pation worthy of the great. Numbers came 
into possession of the land by direct plunder ; 
or for military service to some over-lord ; 
or very frequently had it bestowed upon them 
by some worthless sovereign. Nevertheless, 
assume a tract of land came into possession 
of its former owner as the fruit of his industry. 
We will imagine he gave a proprietary right 
to so much capital, produced by his industry, 
for the proprietary right to the land. 

What did he purchase ? The proprietary 
right to the then existing produce of the land, 
long since gone to limbo ; and the right to 
receive, in the shape of rent, as much of the 
annual produce of the land as he could exact 
for its use for ever. Who gave the parties 
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authority to deal with the interests of the 
unborn for ever ? The property was the 
reward of his exertions you say. Well ! he 
had his reward during his life, and enjoyed it 
for his life, and, possibly, he benefited his 
generation during the lives of those then 
living. But the results of his efforts perished 
soon after he perished, for time plays speedy 
havoc with the works of man. The present 
generation did not benefit by his work, and it 
is by the labour of the present that the 
land can be utilized. Why is the labour 
of to-day to be taxed by the hand dead for 
generations for the benefit of heirs ? Bent 
is the produce of labour, and only a small 
part of rent can usually be brought under 
interest for money expended upon buildings 
and unexhausted improvements. 

It is not from any productive vitality in the 
savings of the past, but by preying upon 
present production that the gains of the large 
landowners and the rich privileged few arise. 
So far from the community at large benefiting 
by the existing land monopoly, or the right 
of inheritance and unlimited power of bequest 
in vogue, these rights of property enable the 
privileged few to prey upon the necessities 
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of the many. The eflfect of the existing laws 
of property is to impede production, as was 
shown in the last chapter. It is a limit to 
these rights that is the crying need of the 
hour. That a man should have a right to the 
proceeds of his labour, or the value of it, is 
essential to the social weal ; but no one pre- 
tends that the great bulk of the property 
vested in the privileged few, who appropriate 
one-ninth of the annual produce, is the result 
of their labour. The power of preying upon 
the labour of the present and future has been 
conferred upon them by inheritance and 
bequest. 

Section 39. 

If capital " supports and employs pro- 
ductive labour," how is it that when there has 
been a gigantic destruction of capital such 
a rapid recovery is possible. J. S. Mill tells 
us '' the disappearance, in a short time of all 
traces of the mischiefs done by earthquakes^ 
floods, hurricanes, and the ravages of war, has 
often excited wonder. An enemy lays waste 
a country by fire and sword, and destroys and 
carries away all the movable wealth existing 
in it : all the inhabitants are ruined, and yet 
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in a few years after everything is much the 
same as before." He tells us " there is 
nothing at all wonderful in the matter."^ 
His explanation, however, based as it was 
upon the wages fund theory, wiU not now be 
entertained. His dogma '' demand for com- 
modities is not demand for labour " ^ jg ^ow 
regarded aa a curious faUacy. 

In 1870-1 France was utterly pros- 
trate, and the population of Paris upon the 
point of starvation. Yet the increase of her 
wealth was magical, and dated from the 
following year, 1872. The actual facts, now 
a matter of history and statistics, flatly con- 
tradict the predictions of the o]d Enghsh 
School of Economists. M'Cu]]och taught 
'' Should the national capital be diminished, 
the condition of the great body of the people 
would be greatly deteriorated ; the wages of 
labour would be reduced, and pauperism, 
with its attendant train of vice, misery, and 
crime, would spread its ravages throughout 
the largest portion of Society." ^ 

^ Principles of Political Economy, p. 94. 
2 Ibid. p. 99. 

^ Principles of Political Economy , p. 60, J. B. M'Culloch 
(Ward, Lock & Co.) 
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May not the explanation of France's rapid 
recovery be that the needs of all classes of the 
population were made urgent by the devasta- 
tion of the war ? This called a vastly greater 
amount of labour into action than had nor- 
mally been at work, and for the time being the 
power of the property class to block exchange 
was in abeyance. This theory is supported 
by the fact that, during the recovery of a 
nation under such circumstauces, work is very 
plentiful, and the demand for labour is scarcely 
met by the supply, while the so-called " over- 
production " phenomenon is absent. The 
population can, in fact, absorb the whole of 
its production, because for the time being the 
interruptions to exchange which congest 
capital in the market in peaceful times 
are absent. Any one can work because he 
can speedily effect an exchange of the capital 
he produces by his labour, and he is therefore 
in a position to buy. Thus there is no 
" over-production " of commodities resulting 
from his labour, nor with the party with whom 
he effects the exchange whether an employer 
in wages or otherwise. It takes time before 
the congestions of capital known as " over- 
production" again display themselves ; pros- 
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perity among the few must first again be 
restored. This " over-production " is induced 
by the property class appropriating so large 
a proportion of the annual produce as income, 
which has the effect of congesting capital and 
blocking exchange. This throws vast numbers 
of workmen out of employment and largely 
prevents the production of capital which 
has the result of diminishing buyers.^ 

Assume an enemy lays a country waste 
with fire and sword, destroying a part of the 
buildings, railways, machinery etc., together 
with an immense store of provisions. Exhaus- 
tion at last compels the vanquished to accept 
the term of peace dictated. Suppose the great 
evil of the hour was a scarcity of food. The 

^ The land monopoly does not exist in France as in 
the United Kingdom. It is worthy of note that the abject 
poverty in France is much less than in the United King- 
dom. In 1888 the number of paupers in the UnitedKing- 
dom was 1,015,000, and the annual outlay £10,700,000. 
In France the number was 290,000, and the normal 
outlay £1,500,000. The distribution of property in 
France is very unequal, but not necurly so unequal as in 
the United Elingdom. The author has a wholesome 
dread of handling such dangerous tools as statistics, and 
refers the reader to Mulhall's Dictionary of Statistics, 
** Paupers," p. 439. 
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scarcity could not, and would not, be of long 
duration. Only a fraction of the energy of a 
highly civilized population is ever expended 
in the mere provision of food. The result of 
the scarcity would be that the energy of the 
population, previously divided amoi^ in- 
numerable industries and pursuits, would be 
devoted in a lai^r proportion than before 
to the production of food, until the scarcity 
ceased. In 1871 only 146 per cent, of the 
industrial ^ population of the United Kingdom 
was engaged in agriculture, and, allowing for 
importation of food, 20 per cent, would pro- 
bably be ample to supply the nation with 
food. If a much lai^er proportion of the popu- 
lation were temporarily, under the pressure 
of scarcity, to occupy themselves in producing 
food, a superfluity would speedily arise. A 
few months at most would efface all tracra of 
the scarcity produced by the war. The 
world has only a few months' supply ( ' ' ^ 
in advance, and, if creative productioj 
to cease, mankind would at any time I 
to face with starvation in a few wee' 



^ Mulhall reckons l^e industrial populatioi 
per cent, of the total population. 
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devastated country, therefore, would quickly 
recover from a scarcity of food by the labour 
of the people. They would constantly be 
producing capital. The inconvenience arising 
from the destruction of so much of their 
material capital by the enemy would also be 
transient. Incorporeal capital would for a 
time perform to a larger extent than normally 
the functions of capital, as even now some 98 
per cent, of commerce is carried on by incor- 
poreal capital, i.e. credit. The action of 
credit disproves the old theories of capital. 
Promises to pay will neither feed nor clothe ; 
but they will, and do, answer the purpose of 
effecting the exchange of commodities, and 
this I maintain is the true function of capital. 

It would be practically impossible for a 
country to be so devastated that all the food 
should be destroyed, nor would the utter 
destruction of all material capital be possible. 
Many of the more durable buildings would be 
sure to be unimpaired, or only partially in- 
jured, and the materials of railways, and 
machinery generally, however much they 
might be damaged, would exist in large 
quantities. 

The industry of the population would soon 
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restore the damaged buildings,^ railways, and 
machinery. In fact, their labour would im- 
mediately be devoted to producing capital, 
and this labour would not be dependent, as 
Mill told us, " upon the capital expended in 
setting it to work." Labourers produce capi- 
tal by their labour, which they exchange for 
other capital — ^their wages. They augment 
the value of property by their labour before 
they receive any value in return in exchange 
in the form of wages. As far as money 
wages go, credit will answer the purpose of 
exchange equally well, and we have a practical 
illustration where it actually did so in the 
construction of the Guernsey market. The 
workmen do not eat their wages ; they use 
them SIS capital to exchange for food and 
clothing, etc., and food and clothing purchased 
for consumption are no longer articles of 
traffic, and have therefore oesised to be capital. 
When labour has produced the commodities, 

^ When Chicago was burnt down, it was rebuilt as if 
by magic. The Americans are talking of rebuilding 
San Francisco, a city of 350,000 inhabitants, in five years. 
Yet, " roughly speaking, in the burned district there are 
not less than twenty-five square miles in ruins." — The 
Times, April 23, 1906, p. 6 
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barter is at once possible. Nay ! a species 
of barter is possible upon the anticipated 
production of commodities,^ and credit will 
perform the functions of capital so long m it is 
rightly employed, the credit being ultimately 
Uquidated by the production of the com- 
modity for which the credit was pledged. 

However disastrous a war might be, then, 
unless the population was reduced to absolute 
slavery, the total destruction of capital would 
be an impossibihty. A community must be 
absolutely divested of all proprietary rights 
to make such a state of things possible — a 
state of things not to be feared in tbe present 
development of civilization. 

Supposing, therefore, that there was an 
immense destruction of material property in a 
war, there would still be the immaterial and 
incorporeal property to fall back upon. 

If England were converted into a wilderness 
by a foreign foe, her railways, telegraphs, 
buildings, machinery, laid in ruins, and the 
great part of the existing produce of the land 
destroyed, her capital would still be immense : 
Her industry is the envy of the world ; her 

^ For the right to the future commodity to be pro- 
duced is exchangeable. 
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capacity for producing wealth is famous ; 
her integrity inspires unhesitating confidence ; 
and her energy, remarkable at all times, would 
be sure to rise in the hour of her need. No 
capital, indeed ! What then would have 
become of all her immaterial property — 
labour power, and her incorporeal property — 
credit. Is England to fall so low ; is senile 
decay to render her so utterly impotent, that 
the labour of her vast population is to be 
reckoned in the markets of the world as incap- 
able of producing anything beyond the abso- 
lute necessities of existence. We, too, that 
have supplied the world with the fruits of 
our industries. 

Do not the miserable despotisms of the 
East raise loans ? England would of course 
buy money in the markets of the world, giving 
in exchange the right to demand future pay- 
ment. Would no loan float in European 
markets upon the security of the land, or the 
imperial taxes ? Would tithes be unsaleable 
if put up to auction in foreign countries; 
the shares of our companies ; the goodwill 
of our banks ; our Guinness and Bass brew- 
eries, which even if destroyed could be 
rebuilt in a few months; our cotton, coal. 
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and iron industries. Would the credit of our 
merchants be utterly gone ? Of course not. 
England would command unlimited credit 
upon the mere prospect of her future produc- 
tions. The instruments of sale — coin money 
and credit — ^would effect what in its ultimate 
result would be a barter of commodities. 
Food, cattle, and foreign produce would 
flow into our ports with the same object 
that they now do — ^the mere prospect of 
securing a profitable exchange, when the 
English harvest arrived, and English indus- 
tries were once more established with aU 
their former repute. Stung to the quick by 
defeat, all classes would set to work, the idle 
rich included. The miUions, urged by the 
necessities of the situation, would soon restore 
the mischief done by the foreign foe. Pro- 
vided the energy of England was not shackled 
with a ruinous fine as a war indemnity, all 
traces of the war in a few years would be 
obliterated, as it was with France in less than 
ten, England would quickly extinguish the 
loan, which her necessities compelled her to 
negotiate in the hour of her agony. Work 
would be very abimdant, and for reasons 
already given, under the circumstance, very 



RICH PARASITES 163 

little, if any, hindrance to labour might be 
expected to arise from the so-called " over- 
production " stagnating industry. 

Section 40. 

To enable us to proceed upon the scientific 
method in the investigation of sociological 
phenomena more perfect statistics are essential. 
It is only during the last few decades that 
attention has been paid to collecting statistics 
that are at all reUable for the economics of 
to-day. At best they are very rough tools 
for a very intricate and delicate work. Of 
this we are warned by one of the chief author- 
ities, in treating of the discrepancies in the 
total amount of income of the working 
classes, as reckoned by the leading statis- 
ticians. Mr. Levi in his supplementary notes 
writes: "it must be admitted that in in- 
quiries of this nature we cannot pretend to 
any nicety of precision, but must be satisfied 
with as near an approach as possible to the 
real facts of the case." ^ 

I am quite conscious that I am incompetent 

^ Wages and Earnings of the Working Classed, p. 16, 
Leone Levi. 
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to dabble with such delicate and dangerous 
tools. Bough approximation is all that we 
are led to expect from the specialists them- 
selves. But even a tyro should have some 
foundation for his faith before he accepts a 
teacher as an authority. The '' man of the 
streets " has such a foundation in the fact 
that our leading statisticians, in treating the 
wealth of the United Kingdom by different 
methods, do arrive at something like approxi- 
mate results. Thus Dr. Giffen gives the value 
of the total wealth of the United Kingdom 
m 1885 at £10,037 millions ; and Mr. Mulhall 
in 1888 at £10,800 millions. Considering 
the intricacies of the inquiry we find the 
economic statistics of Baxter, Giffen, Mulhall, 
and Levi, approximately accord. With these 
statistics for the present we must rest 
satisfied, for otherwise we have nothing 
but guessing to replace them. 

I have maintained that, if all the material 
property in the United Kingdom were 
destroyed, it could be reproduced in a few 
years. How does such an assertion agree 
with statistics ? 

Mulhall estimates the aggregate material 
property of the United Kingdom in 1888 
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at £10,800 millions, the details of which are ' 
as follows : ' — 



Lands .... 


£1,873 milhonj. 


Cattle, etc. . 


414 


Hoosee. 


2,424 




Railways . 


865 




Shipping. 


134 




Merchandise . 


690 




Furniture 


1,212 




Bulhon 


124 


, 


Foreign loans, etc. 


1.660 




Pubho propertiee . 


1,404 




Total . . £10,800 mill 


lone. 



The above includes the foreign loans, but 
as the income given below will include income 
from these foreign loans, we may leave the 
one and the other. Taking Mulhall's esti- 
mate of the value of the annual production of 
the United Kingdom in 1889 at £1,285 millions, 
we find the value of the aggregate property 
equals about eight and a half years' annual 
production. The estimate, however, of the 
aggregate property includes the value of land, 
£1,873 millions. Deducting this we f 
value of the a^regate property is le 
seven times the value of Hie aimual 

1 Dictionary of Statistics : " Wealth," p. 680, 
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tion. The land is Nature's gift and in any 
case would remain ; but the destruction of 
the roads, railways, etc., would scorch up the 
unearned increment upon which its existing 
value largely depends. 

These statistics solve the mystery of the 
rapid recovery of an enterprising people after 
a devastating war. Even if all material pro- 
perty were destroyed, which is never the 
case, it would only represent seven * years of 
production, even in the case of the richest 
nation in the world. No community ever 
works up to its productive capacity. There 
is always a reserve force, as in our idle classes, 
paupers, unemployed, women and children; 
and most of all in the vastly more efficient 
labour that might be forthcoming if the work- 
ing classes took an interest in their work 
and exerted themselves to their full capacity. 
So that upon an emergency much mOre labour 
than ordinary is applicable to production.' 

^ Edward Atkinson, an American statistician, reckons 
that '' Capital of labour saved in a concrete form never 
exceeds in value the sum of two or three years' produc- 
tion, even in the richest state or nation.'* — The Diatri- 
btUion of Prodticts, p. 10 (Putnam). 

' Of course the population would have to live whUe 
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Hence, even supposing all material property 
were destroyed, the labour of the United 
Kingdom could restore everything in some 
seven years, including railways, shipping and 
pubUc works. 

If these statistics are approximately correct, 
and the inferences drawn valid, what becomes 
of the claims of the enormously rich, as to the 
wonderful performances of their capital, which 
they graciously condescend to allow to be 
applied to production ? It is illusion. If 
they do nothing beyond firmly sticking to their 
rights, handed down to them by inheritance 
and bequest, they prey upon the annual 
production. 

the wealth that had been destroyed was again being 
accumulated ; but this extra labour, which might be 
forthcoming, would go a long way to providing the 
means, even if it did not supply sufficient. 

tr Mr. Chiozza Money estimates the aggregate property 
of the United Kingdom in 1904 at £11,413 millions, 
and the income for that year at £1,710 millions, pp. 41, 
59. 



CHAPTER IX 

DEATH DUTIES AND PROGRESSIVE INCOME TAX 

Section 41. 

It may be well to bear in mind a truth which 
has been elaborated by Mr; Herbert Spencer, 
in the preUminary chapter to his Political 
Institutional ''In human actions the abso- 
lutely bad may be relatively good, and the 
absolutely good may be relatively bad."^ 
He points out the usefulness in the past of the 
superstitions of primitive man. He argues 
that intersocial conflicts have furthered 
the development of social structures. He 
warns us " that disUkes of governments of 
certain kinds must not prevent us from seeing 
their fitness to their circumstances," even 
in such an iniquitous system, as it seems to us, 
as slavery. 

1 Principlea of Sociology, vol. ii. p. 232, Herbert 
Spencer. 

168 
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It will not, however, be argued that the 
superstitions of primitive man would be 
useful in the place of the scientific knowledge 
of to-day. Neither will it be maintained 
that the chronic warfare of primitive com- 
mimities would tend to progress now, nor 
that slavery would be conducive to present 
social welfare. While we may admit that the 
extremely imequal distribution of property 
may have been beneficial, and even a necessity 
of the past, we affirm it does not follow that 
it wiU remain so under the altered conditions 
of the future, when the fulness of time has 
come, in the intellectual and moral evolution of 
society. 

In considering the subject, however, too 
much caution can scarcely be exercised in 
guarding our conceptions from being dis- 
torted by poUtical bias. Here I cannot do 
better than again quote from Mr. Herbert 
Spencer — 

" The poUtical bias most seriously distorts 
sociological conceptions. That this is so 
with poUtical party, every one sees in some 
measure, though not in fuU measure. It is 
manifest to the Radical that the prejudice of 
the Tory blinds him to a present evil or to 
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a future good. It is manifest to the Tory 
that the Radical does not see the benefit there 
is in that which he wishes to destroy , and f aik 
to recognize the mischiefs likely to come 
by the institution he would estabUsh. But 
neither imagines that the other is no less 
needful than himself. The Radical, with his 
impracticable ideal, is unaware that his 
enthusiasm will serve only to advance things 
a little, but not at all as he expects ; and he 
will not admit that the obstructiveness of 
the Tory is a wholesome check. The Tory, 
doggedly resisting, cannot perceive that the 
established order is but relatively good, and 
that his defence of it is simply a means of 
preventing premature change ; while he fails 
to recognize, in the bitter antagonism and 
sanguine hopes of the Radical, the agencies 
without which there could be no progress. 
Thus neither fully imderstands his own 
function or the function of his opponent ; 
and by as much as he falls short of under- 
standing it, he is disabled from imderstanding 
social phenomena. 

"The more general kinds of political bias 
distort men's conceptions in other ways, but 
quite as seriously. There is this perennial 
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delusion, common to Radical and Tory, that 
legislation is omnipotent, and that things will 
get done because laws are passed to do them ; 
there is this confidence in one or other form 
of government, due to the belief that a govern- 
ment once established will retain its form 
and work as was intended ; there is this hope 
that by some means the collective wisdom 
can be separated from the collective folly, 
and set over it in such a way as to guide 
things aright ; — all of them implying that 
general political bias which inevitably co- 
exists with subordination to poUtical agencies. 
The effect on sociological speculation is to 
maintain the conception of a society as 
something manufactured by statesmen, and 
to turn the mind from the phenomena of 
social evolution." ^ 

Section 42. 

It has been truly said, " The security of 
property is not violated merely when a man 
is deprived of the power of peacefully enjoying 
the fruits of his industry ; it is also violated, 
and perhaps in a still more glisiring and un- 

1 The Study of Sociology, p. 290 (second edition). 

M 
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justifiable manner, when he is prevented from 
using his powers with which Nature has 
endowed him, in any way, not injurious to 
others, that he considers most beneficial to 
himself. Of all the species of property which 
a man can possess, the faculty of his mind and 
the power of his body are most particularly 
his own. He ought, therefore, to be per- 
mitted to enjoy, that is, to use or exert these 
powers at his discretion."^ 

Yet in a nation boasting of its freedom 
there are tens of thousands out of employment, 
who cann6t obtain regular work however 
willing to undertake and competent to per- 
form it. The monopoly of the few is the 
cause of this injustice. 

It seems the laws of inheritance and bequest 
need reforming, so as to prevent the acquisi- 
tion of large fortunes, either in land or any 
other property, by those who have not earned 
them ; and a progressive income tax might 
be imposed on aU property yielding a revenue, 
so as to render the accumulation of a colossal 
fortune in a lifetime prohibitory. 



1 Principlea of Political Economy, J. R. M'Culloch, 
p. 47 (Ward Lock & Co.). 



DEATH DUTIES AND INCOME TAX 163 

An heir, inheriting a large tract of land, 
practically comes into possession of a charge 
upon the annual produce of that land and 
the labour expended upon it. Under present 
arrangements, no guarantee is secured that 
he will make any return to society for the rent 
he receives, and in many cases lio return is 
made, beyond the use of the buildings and 
permanent works upon the land. Most even 
of these have been constructed within the 
last generation or two, and have constantly 
undergone repairs from recent labour. 

According to Mr. Caird,^ 30 per cent, of the 
total rent of good agricultural land is for 
building and other permanent works. So far, 
therefore, in the case of land, benefit is derived 
from the labour of the past, upon which a 
claim for rent may be justly based. But 
where is the service for which the remaining 
TO per cent, of the rent is founded ? In the 
case of building land, it is notorious that it 
is the unearned increment which secures the 
greater proportion of the rent. 

What direction the land reform should take 
is altogether too complex to attempt to unravel 

^ TAe Britiah Land Qiiestion, p. 35. 
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in this little volume. The French system 
** divides nearly all the land which a man 
possesses at his death among his children/' 
The compulsory division of the land at the 
death of the owner produces satisfactory 
results in the Channel Islands. Pauperism 
is conspicuously less both in France and in 
the Channel Islands than in the United 
Kingdom. A similar system in the United 
Kingdom might be expected, at all events 
to prevent the evil of a landowner appropriating 
the rent of a vast estate. Any way, public 
opinion appears to be awakening to the 
expediency of taxing ground rents, as a means 
of subtracting something from the spoils 
of the landowner from the unearned incre- 
ment. 

Section 43. 

Upon much of the national debt, represented 
by stock in consols, the present generation 
is called upon to pay interest, without drawing 
any benefit whatever. Supposing a brewer 
a few generations ago lent £100,000 to the 
Government from the accumulation of his 
profits. Bear in mind that it was beer, 
produced by the brewer, which was the source 
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of the loan. The beer, represented by this 
£100,000, was no doubt of utility at the time 
of its existence ; but if it had been turned, 
into the sea through the pubUc sewer, the 
present generation would be none the worse 
oflF. If it be granted that the brewer was 
entitled to enjoy the profits of the beer during 
his life, and his assigns for a limited period 
after his death, surely the community may 
justly demur at his assigns being permitted 
to hold a heavy charge upon the annual produc- 
tion for generations after the beer had been con- 
sumed. True, there may be the rights of 
intermediate purchasers of recent date to be 
considered, as was the case upon the abolition 
of slavery. What is here maintained is that, 
in consideration for a perishable material 
property — ^for the intervention of money, 
although it obscures, does not alter the 
fact — the lender obtained a charge on future 
production, not only for himself but for his 
assigns, until the debt should be paid. For 
the benefit of these assigns, a charge has 
now to be paid from the annual pro- 
duction, either for the interest or for the 
discharge of the capital sum. Nothing is 
secured m return for the unhappy producers 
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of the present generation, who are expected 
to admire the justice and relish the labour 
expended in discharging the claim, the com- 
plexities obscuring the real facts from 
general comprehension. What would an 
individual think of the justice of a tax upon his 
labour to pay the interest, or the capital sum, 
of a loan incurred by his great-great-grand- 
father ? Would he not object, and say that his 
ancestor should have paid his own debts, and 
that UabiUty extended only over his ancestor's 
assets. 

The arrangement was evidently one-sided 
in these government loans. The property of 
the loan, whether material or immaterial, was 
of a perishable nature. If it had not been 
consumed by ordinary use, it must have 
been by natural decay in the course of a few 
years. Material property perishes, and the 
benefit derivable from any service — physicstl, 
intellectual, or moral — is necessarily transitory. 
Why is the labour of to-day to be taxed for the 
consumption of such property of the distant 
paat?i 

^ The report of the Select Committee on Perpetual 
Pensions shows that this is no new idea. The report 
contained the following : '' That it is unjust that future 
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This is quite understood in the case of 
municipal loans. Glorious times some of our 
municipal bodies would have if they could 
raise loans and throw the burden of repay- 
ment upon future generations of ratepayers. 
Already the extravagance of municipal bodies 
is becoming a serious charge upon the rates. 
What might be expected if these bodies had 
the power of raising loans, throwing the whole 
charge of repayment upon future generations, 
the present ratepayers only being called 
upon to pay the interest upon the loans. 
As it is, the generation that borrows has to 
liquidate the debt both of capital and interest 
in annual payments within the term of thirty 
years. 

The charge few securing the payment of the 
debt from the Government should in justice 
only have extended over the then exist- 
ing commodities, or only in such a way 
849 not to mortgage the results of future 
labour beyond one or two generations. 
It was a very convenient way for the 
lenders to dispose of perishable commodities 

generations should be burdened with payments to persons 
who have had no share in the original services." (See 
The Tvmea, March 24, 1888.) 
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by handing them over to the government 
of the day, securing an annual charge in 
perpetuity on other people's labour. If 
an income was to be secured to the lenders, 
the fairer way would have been, from the 
point of view of to-day, for the government 
to have granted them armuities for their 
lives, and for a limited term beyond for the 
benefit of then: assigns, m consideration, and m 
discharge, of their loans. 

But the case bears a different aspect 
when the labour of existing producers is 
taxed to pay interest on an ancient loan 
from which no existing benefit is derived. 
The fact is, the continuation of the bargain 
has not depended upon the justice of its 
foimdation, but upon the complexities 
which have hidden the injustice of the 
arrangement from those who have submitted 
to its imposition. It would have been an 
advantage to existing producers if the com- 
modities formerly lent to the government had 
been burnt, for the loss would then have accrued 
to the generation that produced them, without 
saddling future generations with liabiUties. A 
large part of the national debt was contracted 
in curbing the ambition of Napoleon Bonapaii». 
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But had he devastated England as the Germans 
devastated France m the Franco-German 
War, m the ordinary course of events, the 
effects of the calamity would soon have 
been obUterated by the labour of the people, 
as was the case with France. It was prac- 
tically impossible for Bonaparte to keep all 
Europe in subjection for any length of time, 
and unless he could have ruined England 
by perpetual exactions, the nation would 
rapidly have recovered from any temporary 
disaster. It is as much the duty of each 
generation to look to its own defence as it is 
to provide for its maintenance ; and the means 
of defence will be found from the resources 
of the generation, when loans to be paid by 
succeeding generations are no longer feasible. 
It is not denied, of course, that the various 
governments which contracted the loans 
constituting the national debt, even down 
to the most recent loans, were compelled 
to act in accordance with the ideas of 
the rights of property of the day and the 
conditions of the markets. With the ideas 
of the rights of property existing at the 
various times, the governments would not have 
been able to raise the loans if they had not 
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agreed to some such terms as they did ; and 
plibly the various loans were raised upon 
the best terms under the varying circumstances. 
There must be an evolution in the ideas of the 
rights of property before any great reforms 
are feasible. But affairs change so rapidly 
in modem times that this evolution may not 
be far distant, the so-called ** over-production " 
with its attendant evils adding impetus to the 
reform, and overbearing the opposition of 
vested interests. 

Section 44. 

What is wanted is to permit an individual 
to have full freedom to enjoy the fruits of his 
industry, within aU reasonable Umits, for his 
life ; but a check seems to be called for 
to prevent his assigns securing an inter- 
minable charge which they have not earned on 
future production. Possibly a practical method 
might be f oimd by largely increasing the death 
duties, provided always a sufficiently moral 
government could be found wisely to administer 
the large trust funds that would fall into its 
coffers. No ideal reforms are practicable with- 
out a "pari passu intellectual and moral evolu- 
tion in all classes of the community . This being 
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attained, a part of the funds arising from the 
death duties might be set aside by the Govern- 
ment which, with premiums paid by all work- 
men between the age of twenty and sixty years, 
might secure adequate pensions for all over 
sixty years. Under existing arrangements, 
after working untU they are no longer able 
to work, often upon starvation wages, they 
have nothing to look forward to when worn 
out but the workhouse, with the alternative 
of dying of starvation. Meanwhile, when idle 
persons with vested interests talk loudly 
and angrily of confiscation, they should 
remember there are two aspects from 
which confiscation may be viewed. The one 
from their standpoint as parasites, for such 
they are if they are merely idle recipients ; 
the other from that of the toilers of society, 
the fruit of whose labour they appropriate. 

Section 45. 

It maybe asked, if the laws of inheritance and 
bequest were greatly modified, what induce- 
ment would there be to accumulate property ? 
Plenty. Are not the fruits of labour during 
life sufl&cient to brace the energies of the most 
ambitious ? Men and women undergo years 
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of irkBome training to acquire accomplish- 
mentSy which they know for a certainty must 
be lost at death. And the advantages 
derivable from property during the life of the 
owner would be sufficient inducement to 
act as an incentive to labour. In fact, now 
with most people it is the chief inducement 
for rising up early and sitting up late 
and eating the bread of carefulness. But 
few give their property to their children until 
they can no longer hold it themselves. No 
doubt, however, the desire of bequeathing 
property to children is greatly intensified by 
the present evils arising from the laws of 
inheritance and bequest, which so heavily 
handicap those having no property. Under 
the present order of things, the idea of leaving 
a family unprovided for, especially in the 
case of widows and girls, is a perpetual 
nightmare. In the event of destitution, it is 
realized that the fruit of their labour will 
largely become a prey of the employers, 
who are ia a position to take an advantage of 
the necessities of the helpless. It is trite 
that it is the first hundred pounds that is the 
great difficulty in acquiring property. The 
richer a man becomes, the easier and faster 
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does money roD in, while his indi vidua) exertion 
is probably proportionally less. 

Section 46. 

It is not only, however, the laws of inheri- 
tance and bequest that require modifying, 
but the power of accumulating colossal 
fortunes that needs regulating. As these large 
fortunes give their possessors an undue 
advantage in acquiring distributions, in the 
form of rents, interest and profits, from the 
annual production of society, a means should 
be devised to neutralize, within reasonable 
limits, this advantage. A progressive income 
tax might possibly meet the case. This would 
throw a much larger burden of the taxes upon 
the wealthy than they have hitherto been 
called upon to bear. Starting at a moderate 
rate upon the smaller incomes, it might con- 
tinue to increase in severity, so as to be pro- 
hibitory to accumulating a colossal fortune 
in a lifetime. In this way the advantage 
over the national earnings, which such vast 
accumulations now afford, might in a degree 
be neutralized. The social benefit derived 
from such fortunes being invested has been 
shown to be a delusion, if the argument con- 
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tained in this book proves to be valid. I 
maintain, whether a vast fortune is owned 
by an individual or distributed among 
numbers, the great bulk of it in either case 
must of necessity find its way into the 
market as capital. An immense fortune can 
rarely, if ever, be as usefully spent by an indi- 
vidual as it would be distributed among a 
number. This will be realized when it is 
understood that the advantage of the rich 
man's investments to society is imaginary : 
these investments being the cause of the so- 
called " over-production." How is a rich man 
to spend a colossal fortune ? He may give 
it in charity to hospitals, libraries, museums, 
etc. But an equal sum in smaller amounts 
might be given by the numbers among whom 
the fortune was distributed. Moreover, the 
very need of charity might be non-existent 
under a better order of affairs and a juster 
distribution of property ; jn which case 
hospitals, libraries, museums, etc., might be 
provided without free gift. The chances are 
that a self-made plutocrat has been so engaged 
in accumulating his fortune that he has had 
little energy left to apply to his culture. When 
all is said and done, apart from investing the 
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surplus, he can only spend a portion of a vast 
fortune upon himself. He may build a 
palace and surround himself with flunkies, and 
he may deck his wife with diamonds. Where is 
there any benefit to society in this ? The glory, 
however, attaching to such proceedings is 
quite as much the fault of society as of the 
plutocrat. When the worship of wealth de- 
clines with the other superstitions of the past, 
no one will be likely to build a huge mansion 
simply for ostentation, nor assemble a host 
of flunkies to incur the contemptuous censure 
from society that " birds of a feather flock to- 
gether." Even now women of culture dispense 
with diamonds or use them very sparingly. 
In the future, with higher education, it may 
be expected that women generally will no more 
glory in a display of diamonds than their 
husbands would now render themselves 
ridiculous with a personal display of them " on 

Change." 

Section 47. 

It is rare, and probably never, that these 
vast fortunes of self-made plutocrats are 
from profits which have made society richer by 
adding to the total property of the community. 
The great bulk of them are simply appropria- 
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tions of profits which have left others poorer in 
proportion as they have made the plutocrat 
richer. What service did Vanderbilt, the 
American, render to his country that he should 
be able to appropriate to his own purpose 
annual produce represented by the interest 
of forty millions sterling ? Have shareholders 
in American railways much cause to glorify 
him ? The American people are now waking 
up to the necessity of curbing the rapacity 
of the" Trusts/' which enable the millionaires 
to prey upon the helpless. Even taking 
for granted the expediency of permitting 
immense fortunes to be enjoyed dming the 
lives of those who accumulate them, it becomes 
an urgent question of public expediency, 
whether the power of bequeathing them should 
not be regulated so as to enforce their divi- 
sion. 

In 1903-4 seven estates exceeding a 
million each, twenty two between £500,000 
and £1,000,000, and forty between £250,000 
and £500,000, paid death duties. These 
sixty-nine persons at their death left estates 
of the net capital value of £46' 1 millions.^ 

No doubt the greater parts of these fortunes 

^ Bidies and Poverty, p. 47, L. G. Chiozza-Money* 
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were inherited, or were obtained by bequest. 
But suppose these sixty-nine persons earned 
the whole of their fortunes, averaging about 
£668,000. If they had been allowed to enjoy 
this £668,000 for life, surely they would 
have done pretty well, considering the Lord 
Chanoellor's salary is only £10,000 and an 
Ordinary judge's £6,000 a year. The poor 
Postmaster-General has to put up with a 
salary of £2,500, yet the Post Office cannot 
be called a small business. It must not be 
overlooked, however, that the property left 
at death was surplus over expenditure, 
and did not include the personal expenses 
of living, keeping their hunters, yachts, 
etc. What prospect would a Lord Chancellor 
have of accumulating £668,000 after paying 
his expenses ? To suppose these self-made 
plutocrats' ability earned these fortunes by 
increasing the aggregate property of society 
to the amount of 46*1 millions is nonsense, 
and I maintain the wonderful productivity 
of capital per se is illusion. The business 
capacity of the plutocrats consisted in adroitly 
securing part of the value produced by the 
labour of workmen, or in appropriating 
profits from other people. 
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If the evil were confined to sixty-nine 
persons, the injury to society would not be so 
appalling. But, as we have seen, broadly 
speaking, nearly one-half of the entire income 
of the United Kingdom is appropriated by one- 
ninth of the population. Inherited fortunes 
practically give a charge of rent and interest on 
the annual production to those who have not 
earned them, and if the possessors lead idle lives 
they sponge upon production to the amoimt. 
In the case of fortunes made in a lifetime it 
is maintained very rarely, if ever, are they 
from the increase of the aggregate property 
of society, but are chiefly mere appropria- 
tions from profits elsewhere. The result of the 
glaring unequal distribution of property is the 
so-called *' over-production " which stagnates 
trade. The discussions of the Tariff Reform, 
which is now attracting the attention of the 
public, will be of immense advantage if it 
leads on to the examination of the whole 
question of distribution. It may then be 
seen that before we think of placing obstruc- 
tions on foreign trade, it may be advisable to 
reform the laws of property, and so remove 
the impediment to production at home. 
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Section 48. 

If tramps are sent to prison as idle vaga- 
bonds, it is not quite clear why the idle 
rich should be permitted to indulge in a 
course of conduct which is punishable in a 
lower grade of society. When the real 
function of capital is understood, both classes 
will be realized to prey upon the community. 
Meanwhile, if human justice fails to mete out 
punishment. Nature's inexorable law against 
idleness is not to be defied with impunity. 
The environment of all organisms necessitates 
a constant struggle. Woe is in store for one 
that ceases to struggle. To conclude with 
a quotation from a scientist, whose charming 
httle books the author commends to the notice 
of the reader— 

" I believe the truth so grossly misex- 
pressed by the unscientific writers is that men 
—at any rate up to this present — do not well 
when they cease to struggle. War is in general 
only one aspect of the struggle for existence ; 
and the biologist inclines to the view that this 
struggle, which he finds everywhere, alike 
in the animal and the vegetable kingdoms, is 
apparently an almost necessary condition of 
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evolution. There is thus grave danger of 
deterioration for the organism, whether indi- 
vidual or social, which is under no necessity 
to struggle. Peace is enervating, we will 
grant, if you allow us to use the word in a wider 
sense than yours, as meaning much more than 
merely the negation of miUtary warfare. As 
students of biology we well know that peace, 
in this wide sense, almost necessarily implies 
degradation. No living organism has a more 
peaceful existence, in this sense, than an 
intestinal worm, which lives in safety and 
warmth, and so to speak, in an atmosphere of 
predigested food. It h as given up the struggle 
for existence, or rather, it has succeeded too 
well, and has paid the penalty of success in its 
degradation. 

"Therefore, I would argue that it is not 
peace in the narrower sense, but opulent pros- 
perity, that * has tamed great nations,' and 
hence that not military warfare, but warfare 
of some hind is a necessary condition of social 
as of the individual advancement, lest " wealth 
accumulates and men decay." Industrial 
societies which have beaten the sword 
into the sewing-machine need not fear the 
enervation of peace so long as they firid it 
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necessary to he indusbrixma. It is when they 
have succeeded too well, and can live upon 
their accumulated resources, that there is 
danger of demoralization. They are then, 
like the tapeworm, apt to become parasitic — 
upon humanity as a whole." ^ 

^ Sociology, C. W. Saleeby, M.D. (Jacks* Scientific 
Series), p. 66. 
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